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Tae Council of the Society of Incorporated 
Accountants and Auditors have unanimously elected 
Mr. Thomas Keens, of the firm of Messrs. Keens, 
Shay, Keens & Co., Luton, Bedford and London, and 
Mr. Henry Morgan, of the firm of Messrs. Morgan 
Brothers & Co., London, to the respective offices of 
President and Vice-President of the Society for the 


ensuing year. The ex-President of the Society, 
Mr. G. 8. Pitt, is expected in London shortly on 
his return from South Africa. 


At the meeting of the Council of the Society held 
on Thursday, July 22nd, it was resolved unanimously 
that Mr. E. van Dien, President of the International 
Congress of Accountants, Amsterdam, be elected an 
Honorary Member of the Society. Mr. van Dien is 
a well known public accountant in Holland, and has 
been prominently before the profession for the last 22 
years. He took part in the Congress of Accountants 
at St. Louis, convened by the American Association 
of Public Accountants in the year 1904. 


In the Chancery Division of the High Court of 
Justice, on July 20th, Mr. Justice Romer sanctioned 
a petition of the Society of Incorporated Accountants 
and Auditors confirming a special resolution passed 
and confirmed at extraordinary general meetings of 
the Society, to add a sub-section to Clause 8 of the 
Memorandum of Association, authorising the Society 
to issue debentures or debenture stock charged upon 
the undertaking, revenue and property of the Society. 
As explained at the meetings, the object of the new 
power is to enable the Council to raise funds when 
required for the purposes of the purchase of a site 
and the erection of a building for the Society's 
Headquarters. Mr. H. C. Bisschoff appeared as 
Counse) for the Society, instructed by Messrs. 
Norton, Rose & Co. 


At the Annual Dinner of the London Chamber of 
Commerce, which was presided over by Sir James 
Martin, F.S.A.A., the President of the Board of 
Trade, Sir Philip Cunliffe-Lister announced the 
intention of the Government to introduce a Bill in 


| the next session of Parliament to give effect to the 


recommendations of the Company Law Amendment 
Gommittee. H.R.H. Prince Arthur of Connaught, 
who was the principal guest of the Chamber, 
cordially commended the work of Sir James 
Martin in connection with Government Committees, 
and this commendation was warmly endorsed by 
the President of the Board of Trade. 


We direct attention to the article in this issue- 


on the Report of the Company Law Amendment 
Committee in so far as it affects “‘ Holding Companies.” 
This contribution to our columns is by Mr. Robert 
Ashworth, F.S.A.A., A.C.A., and we have varied 
our usual practice by the introduction of a signed 
article enabling the writer to express his own views 
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and not necessarily those of .the Incorporated 


Accountants’ Journal. In our next issue, Mr. 
William Strachan, F.S.A.A., will review that part 
of the Report which relates to accounts of companies 
generally, and the powers and duties of auditors. 
We are hopeful that these contributions will lead to 
a wider interest in the Company Law Amendment 
Committee's Report, which contains pronouncements 
of far reaching importance to our profession, the 
consideration of which has been somewhat obscured 
by the troubles connected with the general strike 
and the coal stoppage. The stability and prosperity 
of the commercial life of the country largely depends 
upon the efficiency of the law relating to companies. 


The text of the Bankruptcy Amendment Act, 1926, 
which received the Royal Assent on June 16th last, is 
published in this issue. In answer to inquiries, we 
would point out that from the expiration of a period 
of two years after the commencement of the Act, 
Sect. 158 of the principal Act, which relates to the 
failure of bankrupts to keep proper books of account, 
will have effect so as to render a bankrupt guilty of 
a misdemeanour if having been engaged in any trade 
or business he has failed to keep proper books of 
account, and we would direct attention to Sect. 7(d) 
of the Amending Act, which contains a definition 
of what constitutes proper books of account 
necessary to exhibit or explain the transactions 
and the financial position of the trader or business. 


The Chartered Association’s Bill, which has 
passed the House of Commons and which is now 
before the House of Lords, does not in any way 
affect adversely the position of the Society of 
Incorporated Accountants and Auditors or the 
rights of its members. 


Attention is drawn to the announcement of the 
Air Ministry in another column in regard to an 
examination of candidates for commissions as 
accountant officers, to be held in the latter part 
of September under the scheme inaugurated in 
1924 for entry into the commissioned ranks of 
the accountants branch of the Royal Air Force. | 


International Congress of 
Accountants, Amsterdam. 


In another column we publish a summarised report 
of the proceedings and functions of the International 
Congress of Accountants, held in Amsterdam at the 
beginning of July. Although an International 
Congress of Accountants was held in St. Louis as 
| far back as 1904 under the auspices of the 
_American Association of Pablic Accountants, now 
the American Institute of Accountants, the credit 
_of resuscitating the idea, under the altered conditions 
of world affairs in 1926, belongs to de Heer E. van 
| Dien of the Netherland Institute of Accountants, to 

the Executive Committee who co-operated with him, 
and to the Honorary Secretary, de Heer G. W. Frese. 


To most of those who were present the experience 
_of a meeting so truly internatioral in character 
| was a new one. The spirit and personnel of the 

Congress were a salutary check to insularity and 
| provincialism, and although we believe accountancy 
-must necessarily develop on national lines, the 
purpose of the Congress was to create a broadening 
of mind and outlook upon the work which accountants 
are accustomed to perform professionally, and upon 
their more organised efforts as members of the various 
bodies invited to be represented at the Congress. 


The accountancy profession is sometimes regarded 
as an unimaginative calling, but the hosts on this 
occasion, who were members of the organisations of 


accountants in the Netherlands, showed both capacity 
_and imagination in the preparation and the carrying 
out of arrangements. We acknowledge the tribute 
paid by the President of the Congress when, in his 
opening address, he stated that, having secured at 
_an early date the co-operation of the principal bodies 
_of accountants in Great Britain, he had confidence 
in going forward to make the Congress a practical 
possibility. Thus, through all the steps of negotiation, 
“preparation and execution, a conception became an 
experiment, an experiment a reality, a reality an 
achievement. We hope that the achievement may 
become a lasting impression and inspiration to all 


who participated in the proceedings. The President 


Certain improvements have been made in the | and Secretary of the Congress and members of the 


conditions of service which are designed to afford [Executive Committee were fortified in their task by 


accountant officers an opportunity of a longer career | a command of foreign languages, which facilitated 
with increased remuneration in the higher ranks. | the proceedings and enabled others less gifted in this 
while no change has been made in the pay of the | direction to play their part with comparative ease. 
lower ranks, although there are certain adjustments To these linguistic attainments the President and 
which can be regarded as favourable. We think | Secretary added a remarkable understanding of the 
that the scheme is sufficiently attractive to be worth varying mentalities and outlook of the delegations. 
the serious consideration of young Incorporated This qualified them to balance the sub-conscious 


Accountants between 22 and 26 years of age. ‘forces at work in such a gathering with finesse and 
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courtesy, which happily enabled the proceedings | programme of Papers would have raised more personal 
to be carried through without incident and with ‘difficulties than it would have overcome. We should 


harmony. 


The Congress opened with an address by 
the President, followed by salutation speeches 
delivered on behalf of the nineteen countries 
represented. Mr. C. E. W. Macpherson, President 
of the Society of Accountants in Edinburgh, was 
chosen by other British representatives to speak 
on behalf of the Scottish and English Chartered 
Accountants and the Incorporated Accountants. 
Mr. A. H. Muir, of the Institute of Chartered 
Accountants in Ireland presented the greetings of 
the profession in Ireland. 


As regards the business sessions, the representatives 
had to contemplate the prospect of carrying through 
a long programme of Papers, which covered a 
comprehensive range of practical subjects, pro- 
fessional organisation, accountancy training and 
education, prepared by representatives from several 
countries. Valuable papers were contributed on 
behalf of the Institute by Sir William Plender, 
Bt., G.B.E., Mr. Ernest Evan Spicer, Sir Albert 
Wyon, K.B.E., and on behalf of the Society by 
Mr. C. Hewetson Nelson and Mr. F. Ogden 
Whiteley, O.B.E. The writer of each Paper, which 
had been translated and printed in advance, intro- 
duced his subject in a short speech, and the time 
allowed to other speakers was necessarily restricted. 
Although the introductory speeches and discussions 
could not be understood by all the Congress at any 
one time, the language question presented less 
difficulty than might have been expected. English, 
French and German were fairly widely known, and 
official interpreters were available when necessary. 
At the same time, tliere was brought home vividly 
to the British representatives the need for a greater 
mastery of foreign languages in the profession. 


It was an admirable suggestion which placed the 
Presidency of the meetings in the hands of a 
committee of leading representatives, of whom the 
Vice-President of the Society was one, each member 
taking the chair at the sessions in turn. We are 


inclined to think that in the desire to make the 


proceedings as complete as possible the programme 
of Papers was rather overweighted. If the closure 
checked the garrulous, it sometimes handicapped the 
eloquent. The Congress might have heard with 
advantage longer speeches by leading authorities, 
and we also believe there were a number of good 
speakers present who, owing to the length of the 
programme, were not disposed to submit their names, 
and whose contributions to the Congress would have 
been valuable. At the same time, we realise the 


‘England and Ireland to the eighties. 


like to remark on the complete and able manner in 
which Mr. Thomas Keens, now President of the 
Society, discharged his duties as a member of 
the Presidency Committee by appearing with the 
President, de Heer van Dien at every session of the 
Congress, and by his terse and weighty contributions 
to the discussions. 


To the British delegates the Congress presented 
an opportunity to form some critical judgment of 
the accountancy profession, both at home and 
abroad. The genius of British accountancy has 
always been essentially practical. Its technique 
and theory have been evolved from long practical 
experience, cemented by a professional tradition 
which in Scotland goes back to the fifties, and in 
It owes 
comparatively little to theoretical conjecture leading 
to experiment in this direction or that. This principle 
has reflected itself in the method of training, which 
has insisted first and foremost on practical experience 
in the profession, followed by examination tests. 


It is clear from the discussions and private 
exchange of views that accountancy in some 
countries had been given a more catholic inter- 
pretation than the standard adopted in this and 
other countries could justify. We would submit, if 
we may judge by our own long experience, that the 
influence of the accountancy profession can only be 
maintained and strengthened by the imposition of 
high standards for training qualification and practice, 
and that numbers are an incident—not an object. 


The laws of a country are an expression of the 
spirit and needs of the race. The accountancy 
profession is a response to the laws which custom 
demands in the organised economic life of a nation. 
For instance, if British law has said less than 
it might about the qualifications and duties of an 
auditor, at any rate it has removed any doubt as to 
his being an integral part of the financial and business 
system of this country. Commendably, we think, it 
has left him a free hand to carry out his onerous 
duties within the ambit of laws which impose 
responsibility by moral and ethical standards rather 
than by detailed prescription. It does not appear that 
this requirement of law obtains in this particular 
form, if at all, in many other countries. This 
serves to illustrate that the work and organisation 
of the accountancy profession cannot be defined on 
dogmatic lines, but must necessarily vary under 
different circumstances. On the other hand it may 
be said that if the Congress disclosed considerable 


problems which confronted the Executive of the differences in regard to organisation and outlook, 
Congress, and it is conceivable that a shorter | ‘its work in an unconscious manner was directed to 
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finding some kind of common denominator in all the 
subjects that were discussed. For these reasons it 
was a wise decision that no resolutions be taken, 
that the proceedings of the Congress should be 
deliberative and not legislative, and that the 
executive for the time being remain solely in the 
‘hands of those who acted as hosts. To have 
admitted more than this at so early a_ stage 
in the development of International Congresses of 
Accountants might have opened up _ serious 
difficulties, upon the avoidance of which the Congress 
Commitees are to be heartily congratulated. 


The social entertainment arranged by the 
Committees permitted those who were present to 
meet one another in an atmosphere of goodwill 
and freedom, and the hospitality extended by 
representative public bodies linked the profession 
of accountancy with the civic and commerical 
activities of Holland, which so cordially received 
the guests. The Congress Committees extended to 
the members an invitation to a banquet, most 
admirably arranged, and to a visit to some of the 
quaint and interesting villages on the Zuyder Zee. 
In addition to the functions members met informally 
for luncheon and dinner, and an opportunity occurred 
for the British, Irish, and American members to 
fraternise in the intervals of the Congress. 


We may be tempted to reflect on the possibilities 
which the success of this Congress has created. We 
are confident from opinion taken at the Congress 
of a unanimous feeling that Congresses of this 
description should be held in future, which we are 
glad to share. If this be the case, the profession 
throughout the world would necessarily rely upon 
the hospitality which the profession in. any 
particular country would be able to extend. We 
understand that de Heer E. van Dien and de Heer 
G. W. Frese have consented to act as provisional 
President and liaison Secretary to receive any further 
invitation which may be extended, when, as in the 
Congress now completed, the Presidency would pass 
to the country which acted as host. We think this 
a right and proper decision, particularly as the value 
of these Congresses would be minimised if they be 
held too frequently. Their succéss depends upon 
those factors to which we have already referred ; but 
equally upon an accumulation of professional know- 
ledge based upon intellectual power and capacity, 
and aided by a rich professional experience, which 
only the passage of years can provide. 


We are glad to know that the Society of 
Incorporated Accountants has placed on record 
formally its sense of satisfaction and appreciation of 
all that the President, Committees and Secretary of 
the Congress accomplished. The thanks of all who 


were fortunate enough to participate are gladly 
given to those who organised the Congress with 
unremitting labour and conspicuous success. We 
believe that in rendering to the profession all over 
the world a signal service, the Congress likewise 
created a permanent fund of human interest, mutual 
understanding and international goodwill, which we 
hope will bear fruit in years to come. 


to Grustees by 
Implication. 


. Bebises 


Tue question whether trustees to whom there is 
no devise take an estate in fee simple or less by 
implication is not free from difficulty. Where no 
estate is devised to the trustees, and they are merely 
directed to let the land and apply the rents for a 
specified purpose, this does not give them any 
estate extending beyond the accomplishment of 
the purpose indicated (Lambert v. Browne, Ir.R., 
5 C.L., 218); possibly the right construction of such 
a direction is that it merely gives them a power. 
The general principle is that executors take only 
a limited estate, if that is sufficient for the 
performance of the trust. But devises may be 
implied from powers given in regard to management 
of real estate. In Collier vy. Walters (1878), L.R., 
17 Kq., 252) it was held that where real estate is 
devised to trustees, a power given to them to 
accept. surrender of leases, though capable of a 
different interpretation if the context requires it, 
means prima facie the acceptance of the particular 
estate by a person having an estate in reversion. 


In Plenty v. West (1848), 6 C.B., 201) the words 
‘‘T appoint W. executor of my will so far as is 
necessary to the performance of the trusts relating 
to my real estate,’ in a will which contained no 
direct devise but only a direction as to the division 
of such real estate, were held to give W. an estate 
in fee simple. A direction that sums shall be 
paid out of an estate by executors of the estate or 
of the will or trustees (Anthony v. Rees (1881), 
2 Cr. & J., 75) apparently implies a devise of the fee 
to such persons. A direction for payment of debts 
and distribution of the residue without saying by. 
whom such payment and distribution is to be made 
has been held to give the legal estate in fee to 
the executors (Jarman). | 


If there is a devise by will to trustees, and by 
a codicil the appointment of trustees is revoked 
and other trustees substituted, that is sufficient to 
vest the estate in the new trustees (re Turner (1860), 
2 DeG.F. & J., 527). 
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Company Lalu Amendment— 
Holding Companies. 


By ROBERT ASHWORTH, F.S.A.A., A.C.A. 


Tere can be no doubt that Holding or, as they 
are sometimes called, Parent Companies exercise 
useful functions in commercial life, and_ their 
popularity with investors is evidenced by the success 
of public issues of capital made by them from 
time to time. They are, however, of recent but 
rapid growth, and differ widely in the scope 
of their operations. The ease with which such 
companies can be used as a cloak behind which 
to hide departmental losses, excessive payments for 
goodwill, bad management and manipulation of 
profits has led to persistent and not unreasonable 
demands on the part of shareholders for information 
supplemental to that given in what is termed 
the “legal balance-sheet” of the company and 
in explanation of the item which usually appears 
therein under the head of “shares or investments 
in subsidiary companies,” which in itself is 
unintelligible and frequently. misleading to both 
shareholders and creditors. The object of these 
demands is to enable shareholders in the holding 
company, firstly, to see how the capital subscribed 
by them has been disposed of, and, secondly, to 
assess the value of their holdings by being placed 
in possession of information as to the total value 
of the net assets represented by their capital, how 
it is constituted and its total earning capacity. 

The Company Law Amendment Committee has 
given earnest and praiseworthy attention to the 
difficult question of meeting these demands, but, 
unfortunately, on reading the evidence given before 
it by the representatives of some of the largest 
holding companies one comes to the conclusion 
that much of that evidence was short sighted and 
prejudiced. In fact, in one or two cases it would 
not be going beyond the bounds of discretion to 
describe it as fatuous. That there are difficulties 
is unquestionable, but that these difficulties are 
surmountable is proved by the fact that quite a 
number of holding companies, whose directorates 
recognise the position from the point of view of 
the investing public, are at present voluntarily 
meeting the demands by providing shareholders 
with what have been described as ‘consolidated 
or combined balance-sheets’"’ in addition to the 
‘legal balance-sheet.”’ It is to be regretted that 
the Amendment Committee did not call the evidence 
of these companies. 

It may not be unprofitable, before giving considera- 
tion to that part of the report of the Company Law 
Amendment Committee dealing with this important 


subject, to review the present position of and 


relationship existing between holding companies, — 


their shareholders and their subsidiaries. 


As a rule holding companies are public companies, 
while the subsidiaries are generally private companies, 
consequently even if the shareholders of the holding 
concern are apprised of the names of the subsidiaries, 
which are not very often divulged, there are no 
“statements in the form of balance-sheets’’ filed 
with the annual summary of those companies from 
which they might otherwise glean some information 
as to the disposal of the capital they have subscribed. 


Holding companies may be (1) solely investment 
companies as originally constituted, or (2) solely 


investment companies by reason of having sold their — 


business to one or more subsidiary companies for a 
share consideration, or (3) trading companies having 
acquired a controlling interest in other concerns 
either by purchase of shares in those companies 
or by selling part of their business to other 
companies in consideration of an issue of shares. 


Shareholders in the purely investment company 
which acquires a controlling interest in other 
concerns by investment have not so much ground 
for complaint, for they are aware at the outset of the 
class of company to which they have entrusted their 
capital. This is not so in the case of the company 
which is not in its origin an investment company 
but which acquires its controlling interest in other 
concerns by the investment of funds subscribed to it 
originally as a trading company or by the sale of its 
business in whole or in part for a share consideration. 
Here the capital originally subscribed for particular 
trading objects may be applied ultimately to anything 
but the furthering of those objects, for it must 
not be overlooked that the subsidiary concerns may 
themselves in turn become holding companies. 


It is to be regretted that the Amendment Committee 
did not make this distinction between holding 
companies in its recommendations. 


The position of the shareholder in the holding 
company may be appreciated if the various reasons 
for the existence of such concerns are considered, the 
principal of which may be said to be as follows :-— 


(1) To hide the result of its good trading from 
the outside world, thus preventing the attraction 
of competitors to the profitable departments of 
the business. 

(2) To foster the growth of the various depart- 
ments of its business by having the benefit of the 
greater efficiency and enterprise usually resulting 
from the formation of those departments into 
separate legal entities, each creating or improving 
its own goodwill. 

(8) To purchase and separately maintain the 
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goodwill of other businesses of a like nature to 
its own, thus eliminating adverse competstion. 

(4) To provide moreefficient financial machinery 
by which to finance the departments of its business 
represented by the subsidiaries. 

Unfortunately these reasons do not always actuate 
those who are responsible for the creation of the 
subsidiary companies, and consequently what may 
be termed immoral reasons obtain in a minority of 
cases as follows :— . 

(1) To hide the true position of affairs from 
the shareholders and the investing public generally 

_ by selling departments which are making heavy 
losses to subsidiary concerns and hoodwinking tke 
shareholders by paying dividends on the holding 
company’s capital without taking these losses 
into consideration. 

(2) To hide excessive payments for goodwill or 
promotion profits. 

(8) To hide an unjustifiable writing up of assets- 

(4) To provide directors’ fees, office rents and 
management salaries. 

Various suggestions have been offered in recent 
months in order to meet the demands for fulier 
information than that contained in the holding 
companies’ balance-sheets, the most important of 
these being that in addition to the “legal balance- 
sheet’ of the holding company shareholders should 
be provided with— 

(1) Copies of the balance-sheets of all the 
subsidiary companies, distinguishing in each 
the capital held by the holding company from 
that held by others; or 

(2) A “‘combined balance-sheet”’ of the holding 
company and the subsidiaries in which the latter 
would be treated as branches of the former; or 

(3) A “statement in the form of a balance- 
sheet,’’ amalgamating the balance-sheets of the 

- subsidiaries and distinguishing therein capital 

held by the — company from that held 

by others. 

The objections to the first method are that it is 
too expensive, that shareholders have not sufficient 


knowledge to amalgamate the results, and that the 


important information given as to individual 
subsidiaries would be accessible to any competitors 


who may be shareholders and in consequence be. 


detrimental to the interests of the company. These 
are al) ‘weighty objections and quite sufficient to 
prevent any legislation on the matter. 

In clause 71 of the report of the Amendment 
Committee will be found the following observation 
on the question of ‘consolidated or combined 
balance-sheets ”’ :— 

‘Some witnesses take the view that the 
publication of a consolidated or combined 
balance-sheet for the whole group of companies 


should be made compulsory. We do not agree 
with this. Many holding companies have 
adopted the practice already, and we consider 
that the matter should be left to the shareholders 
to make such requirements as to the form of 
their company’s accounts as they may think 
proper. It is often forgotten that it may be in 
the best interests of the shareholders themselves 
that the accounts should be in a certain form, 
and we consider that undue interference by the 
legislature in the internal affairs of companies is 
to be avoided, even if some risk of hardship in 
individual cases is involved.”’ 

It is not quite clear whether both methods (2) 
and (8) above-mentioned are included in the term 
‘‘ consolidated or combined balance-sheet ”’ used by 
the Committee in this statement, or whether it 
applies merely to method (2), but as ‘‘the whole 
group of companies 
to include only the latter method. 

The main objection to the second method 
‘mentioned above is that a combined balance-sheet 
of the whole group of companies, including the 
holding company itself, may be misleading to 
shareholders or creditors even when supplied 
additional to the ‘legal balance-sheet’’ of the 
holding company. It certainly would not serve 
such a useful purpose as method (3). Under this 
method the assets and liabilities and profit and 
loss appropriation accounts of all the subsidiary 
companies would be amalgamated into one 
statement in the form of a balance-sheet which 
‘could be headed thus :— 


X Y Z Co., Laren, 
Statement in form of Balance Sheet showing 
position of Subsidiary Companies as at 


The capital held by the holding company would 
be shown separately from that held by others, 
and full aggregate information would thus be 
available to shareholders in explanation of that 
'bone of contention ‘‘shares in subsidiaries.” This 
'statement in the form of a balance-sheet could 
not in any way be detrimental to the interests of 
any of the companies, whether they be holding 
or subsidiary companies, as the position with 
regard to individual companies would not be 
disclosed, but, on the contrary, where the companies 


as a whole are sound, would create a confidence — 


which is at present to some extent lacking. Neither 
could such a statement in any way mislead 
shareholders or creditors for its nature would be 
clear on the face of it. The only objection with any 
foundation that could be raised to such a document 
is the difficulty of bringing the financial periods of 
the subsidiary companies into line with that of the 


holding company which would have to be done to 


” is referred to it must be taken 
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make the statement of any value. This difficulty 
is not so great as it appears at first sight, for not 
only has the holding company a controlling interest 
in its subsidiaries but, as a rule, it also has a 
controlling vote on the directorates of those 
companies. So that the holding company is usually 
in a position to work its will in this matter. 


It would be improper to suggest that the 
Committee, in order to preserve a unanimous 
report, had hedged on this thorny question of 
recommending legislation to deal with this matter, 
but it is somewhat difficult to understand its 
reluctance to recommend interference by legislation 
in the internal affairs of the company on this 
subject, having regard to the fact that it does not 
hesitate to do so in its recommendations on other 
matters, for example, ‘‘ accounts.”’ 


The accounting party is the board of directors 
which can only in rare instances be compelled by 
the shareholders, in whose hands the committee has 
left the decision, to give this additional information, 
owing to the fact that the shareholders who take the 
trouble to attend the general meetings of the 
company are out-voted, on a poll being demanded, 
by the use of the proxies with which the directors 
have taken care to arm themselves against attack. 
In fact resolutions which have been almost 
unanimously carried on a show of hands at 
meetings, at which important matters have come 
to light not available to the appointors of the 
proxies, have been defeated by the use of those 
proxies, and vice versd. 


This illustrates the futility of leaving the matter 
in the shareholders’ hands without legislation either 
with regard to the use of proxies or to the subject 
matter of this article. 


It is certainly a wise proceeding on the part of 
the committee not to recommend any interference 
with the right of a holding company to declare a 
dividend on its capital without having regard to 
losses made by its subsidiaries, for legislation on 
this point would probably result, in many cases, in 
financial chaos and great hardship to shareholders. 
It. would indeed be wrong for the holding company 
either to write down, by the amount of the losses 


The position of the auditor to the holding 
company cannot be fully dealt with in an article 
of this character. It is, however, one of extreme 
difficulty with regard to the valuation of the asset 
‘shares in subsidiaries’ where he is not also the 
auditor to all the subsidiaries, as he has no power to 
demand the production of the accounts of those 
companies. He should of course demand evidence 


| as to the existing value of the shares, and by much 


effort he may probably obtain access to such 
accounts by means of which he can then judge the 
valuation placed on the shares. Where this 
evidence is refused his only remedy is to state in 
his report that he is unable to obtain evidence as 
to such valuation or that he has accepted the 
valuation of the Directors. This does not, however, 
afford much assistance to the shareholders. 

The Amendment Committee, however, observes 
that it does consider that ‘‘ shareholders and others 
concerned are entitled to know whether the 
dividends proposed to be declared by the holding 
company are justified by the results of the group 
as a whole.” The committee, therefore, has made 
the following recommendation :— 

‘A section should be inserted in the Act 
to provide that where a company (hereinafter 
called the ‘ holding company "’) holds shares in 
a subsidiary company, a certificate signed by the 
same persons as signed the balance-sheet should 


company, and filed with it stating how the 
aggregate profits and losses of any subsidiary 
company or companies during the period covered 
by the accounts presented have been dealt with 
in the accounts of the holding company.” 
A subsidiary company is defined by the Committee 
as follows :— 

“ When a company includes among its assets 
and holds either directly or through a nominee or 
nominees shares in another company and (1) by 
means of such holding either (a) has more than 
50 per cent. of the voting power in such other 
company, or (b) holds more than 50 per cent. of 
the issued share capital of such other company, 
or (2) has power to appoint or nominate the 
majority of the directors or persons occupying 
the position of directors, by whatsoever name 


in the subsidiary companies, the asset “ shares in | 
subsidiaries” or to reserve for the full amount of | 
those losses for the following reasons :— | 

(1) The value of the asset may be little | 
affected by the losses unless they are continuous, 
and ; 

(2) Only the dividends and not the full | 
amount of profits are taken credit for in the 
accounts of the holding company in respect of 
the profit earning subsidiaries. 


called, of such other company then such other 
company shall be deemed to be a subsidiary 
company for the purpose of this section.” 

It is very difficult to see that any useful purpose 
is served by this recommendation, especially having 
regard to the fact that provision is also made as 
follows :— 

“That where the directors of the holding 
company certify in writing that the holding 
company is not lawfully entitled or is otherwise 


be appended to the balance-sheet of the holding: 
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unable to obtain the information required for the 
purpose of the certificate mentioned above, such 
certificate of the directors should be appended to 
the balance-sheet in lieu of the certificate 
mentioned above.” 

It will be observed that there is no recommendation 
that the amount of the aggregate profits and losses 
of the subsidiaries shall be disclosed; so that it 
would appear that the certificate recommended would 
only state whether or not these aggregate profits and 
losses had been dealt with in the accounts of the 
holding company under review, and if they have been 
dealt with, in what manner. It would, therefore, 
be peculiar if the directors of the holding company 
were not lawfully entitled or were otherwise unable 
to obtain the information as to how they had dealt 
with such profits and losses in their own accounts, 
which is all that the recommended certificate 
apparently requires them to state. 

As a rule, the aggregate profits and losses of the 

subsidiaries are not dealt with in the accounts of 
the holding company, the dividends received only 
being dealt with. It is therefore submitted that in 
such cases all that the certificate need state is that 
the aggregate profits or losses have not been dealt 
with in the accounts. It is also submitted that if 
the profits and losses of some of the subsidiaries are 
dealt with in the accounts and others excluded, the 
aggregate profits and losses would not have been 
dealt with and the persons signing the certificate 
attached to the balance-sheet of the holding company 
could so certify. 
It is difficult to see how the recommendation will 
alter the present position, and one can only come to 
the conclusion that it has been badly drafted, as 
it does not appear to remedy the defect which the 
Committee itself states it desires to remedy. 

It is a pity that, as the Committee did not see its 
way clear to recommending a compulsory statement 


in the form of a balance-sheet showing the aggregate | 


position of the subsidiaries, it did not recommend 
that the directors of the holding company should 
furnish a certificate to be appended to the balance- 
sheet as to what, in their opinion, was the present 


market value of the item ‘‘Shares in Subsidiaries” | 


at the date of that balance-sheet, with a similar 
liability imposed on the directors to that obtaining 
in the case of misrepresentation in a prospectus, 
that is to say, that the onus of proof be on the 


the ‘‘ market value”’ stated by them to be a true 
statement of the position, but that they had 
reasonable grounds for so believing. 

After all, it is surely the valuation of these shares 
which is at the root of the whole trouble and not 
merely a question of aggregate profits and losses. 


THE PRESIDENT OF THE SOCIETY. 


An autographed portrait of Mr. Thomas Keens, 
F.S.A.A., the newly elected President of the Society 
of Incorporated Accountants and Auditors, will be 
found in this issue. Mr. Keens is the son of Mr. 
Thomas Keens, of Luton, Beds., and was born in 1870. 
He is the senior partner in the firm of Messrs. Keens, 
Shay, Keens & Co., Incorporated Accountants, of 
Luton, Bedford, London, and elsewhere, and during 
the last two years has been Vice-President of the 
Society, of which he became a Fellow 25 years ago. 
Mr. Keens has taken a wide interést in public 
affairs and was M.P. for the Aylesbury Division 
of Buckinghamshire 1923-24. For many years he 
has been Hon. Secretary of the Luton Chamber of 
Commerce, and recently was appointed President of 
the Association of Secretaries of British Chambers 
of Commerce. In Local Government affairs he is 
known as an able administrator, being an Alderman 
of the Bedfordshire County Council, Chairman of the 


‘Finance Committee, and member of other important 


Committees. During the period Mr. Keens has 
occupied the position of Vice-President of the Society 
he has devoted himself to furthering the interests of 
the members and has become well acquainted with 
the district organisations. Owing to the absence 
of Mr. Pitt in South Africa, Mr. Keens, as acting 
President, headed the delegation of Incorporated 
Accountants to the meeting of the International 
Congress of Accountants at Amsterdam. 


CUMBERLAND AND WESTMORELAND 
INCORPORATED ACCOUNTANTS. 


A meeting of members practising in Westmoreland and 
Cumberland was held at Windermere on July 24th, to 
discuss the formation of a District Society for this part of 
England. Mr. Edmund Lund, F.S.A.A. (Carlisle), was asked 
to take the chair. The President of the Society, Mr. Thomas 
Keens, and the Secretary, Mr. A. A. Garrett, were present by 
invitation. There were also present Mr. E. J. Williams, 
F.§.A.A. (Carlisle), Mr. Frederick Griffith, F.S.A.A. (Kendal), 
Mr. R. Simpson Duthie, A.S.A.A., C.A, (Carlisle), Mr. H. J. 
Rigg, A.S.A.A., A.C.A. (Carlisle), Mr. H. Graham, A.S.A.A. 
(Carlisle). 

The Chairman referred to the success which attended: the 
work of the Carlisle Students’ Society and said that the 
members had -been called together to consider whether it © 


: é irabl f District Society. i 
directors to prove that. they not only honestly believed | would be desirable to form a District Society. The President 


of the Society was asked to address the meeting, and gave 
an account of the recent activities of the Society and his 
personal views on the policy of developing the work of the 
District Societies. If the proposal were practicable, he stated 
it would have his cordial support. Mr. Garrett, Mr. E. J. 
Williams and others present also spoke. A resolution was 
passed requesting the Council to sanction the formation of a 
District Society for Cumberland and Westmoreland. 
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Society of Incorporated Accountants and 
Auditors: 


COUNCIL MEETING. 

A meeting of the Council was held in the Council 
Chamber, 50, Gresham Street, London, E.C., on Thursday, 
July 22nd, when there were present:—Mr. Thomas Keens, 
President, in the chair; Mr. Henry Morgan, Vice- 
President; Mr. Wm. Bateson (Blackpool), Mr. D. E, 
Campbell (Wolverhampton), Mr. Arthur Collins (London), 
Mr. E. Cassleton Elliott (London), Mr. Walter Holman 
(London), Mr. Richard Leyshon (Cardiff), Mr. C. Hewetson 
Nelson, J.P. (Liverpool), Mr. James Paterson (Greenock), 
Mr. W.H. Payne (London), Mr. ArthurE. Piggott (Manchester), 
Mr. J. Stewart Seggie (Edinburgh), Mr. Alan Standing 
(Liverpool), Mr. Percy Toothill (Sheffield), Mr. A. H. Walkey 
(Dublin), Mr. F. Walmsley, J.P. (Manchester), Mr. R. T. 
Warwick (West Hartlepool), Mr. F. Ogden Whiteley, O.B.E, 
(Bradford), Mr. E. W. C. Whittaker, J.P. (Southampton), 
Mr. W. McIntosh Whyte (London), Mr. A. E. Woodington 
(London), and Mr. A. A. Garrett, B.Sc., B.A., Secretary. 

Apologies for non-attendance were received from Mr. W. 
Claridge, M.A., J.P. (Bradford), Lieut.-Colonel James 
Grimwood, C.B., D.S.0. (London), Sir James Martin, J.P. 
(London), Mr. Richard Smith (Newcastle-on-Tyne), and 
Sir Charles Wilson, M.P., LL.D. (Leeds). 


ELEcTION OF PRESIDENT. 

At the commencement of the proceedings, Mr. F. Walmsley 
(Manchester), senior Past President, occupied the chair in the 
absence abroad of Mr. G. 8S. Pitt. He proposed that Mr. Thomas 
Keens (Luton, Bedford and London) be elected President of 
the Society for the ensuing year. The motion was seconded 
by Mr. C. Hewetson Nelson, and was carried unanimously. 
Mr. Keens thanked the Council for his election. 


Exection or Vice-PRESIDENT. 

On the motion of the President, seconded by Mr. A. E. 
Woodington, it was unanimously resolved that Mr. Henry 
Morgan (London) be elected Vice-President of the Society for 
the ensuing year. Mr. Morgan expressed his acknowledgments. 


E.ection or CoMMITTEES. 

The following Committees were appointed, the President and 
Vice-President being ex officio members of all Committees : — 

Disciplinary Committee.—Mr. W. Claridge, Mr. Arthur 
Collins, Mr. C. Hewetson Nelson, Mr. G. S. Pitt, 
Mr. F. Walmsley, Mr. E. Whittaker, Sir Charles H. Wilson, 
and Mr. A. E. Woodington. 

Finance Committee.—Mr. C. Hewetson Nelson, Mr. G. 8. 
Pitt, Mr. F. Walmsley, Mr. W. McIntosh Whyte, Sir 


Charles H. Wilson, and Mr. A. E. Woodington. 


Examination and Membership Committee.—Mr. W. Claridge, | 
Mr. Arthur Collins, Mr. E. Cassleton Elliot, Lieut.-Colonel | 
James Grimwood, Mr. W. Holman, Mr. C. Hewetson Nelson, | 
Mr. W. H. Payne, Mr. R. T. Warwick, Mr. F. Ogden Whiteley, | 
Mr. W. McIntosh Whyte, and Mr. A. E. Woodington. 

Parliamentary Committee.—Mr. W. Claridge, Mr. Arthur 
Collins, Lieut.-Colonel James Grimwood, Mr. C. Hewetson 
Nelson, Mr. G. S. Pitt, Mr. F. Walmsley, Mr. E. Whittaker, 
and Sir Charles H. Wilson. 

Articles and Bye-Laws Committee.—Mr. E. Cassleton Elliott, 
Lieut.-Colonel James Grimwood, Mr. Alan Standing, Mr. 


Percy Toothill, Mr. F. Ogden Whiteley, Mr. E. Whittaker, 


and Mr. A. E. Woodington. 


District Societies Committee-—Mr. W. Claridge, Mr. W. 


Holman, Mr. C. Hewetson Nelson, Mr. R. T. Warwick, 


Sir Charles H. Wilson, and Mr. A. E. Woodington. 


EXAMINERS. 

The President intimated he had received an advice from 
Mr. W. Claridge that he did not desire his name to go forward 
for re-election as a Final Examiner in accountancy subjects. 
It was resolved unanimously that the resignation of Mr.Claridge 
be accepted with regret, and that the Council record their 
thanks for the valuable services rendered by Mr. Claridge as 
Examiner both in the Intermediate and Final examinations 
for a period of seventeen years. 

It was also intimated that Mr. J. Rissik Marshall, Examiner 
in Scots Law, did not desire to continue in office. 

It was unanimously resolved that the following be appointed 
Examiners of the Society :— 

Legal Examiners.—Mr. Clement C. Gatley, LL.D., M.A., 
B.C.L., Barrister-at-Law; Mr. Roland Burrows, M.A , LL.B., 
LL.D., Barrister-at-Law. 

Statistics and Economics.—Sir Josiah C. Stamp, G.B.E., 
D.Sc.(London), Se.D.(Cantab); Mr. W. H. Coates, LL.B., 
B.Sc.(Econ.). 

Accountancy Subjects: Final.—Mr. C. Hewetson Nelson, 
F.S.A.A., Mr.W. Norman Bubb, F.S8.A.A. Intermediate.—Mr. 
Richard A. Witty, F.S.A.A., Mr. Robert Ashworth, F.8.A.A., 
A.C.A. Preliminary.—Mr. E. T. Allen, M.A., Barrister-at- 
Law. 

Trish Law.—Mr. T. C. Tobias, B.A., B.L. 


The appointment of an Examiner in Scots Law was 
deferred until a Jater meeting. 


INTERNATIONAL ConGREss oF ACCOUNTAN1S, AMSTERDAM. 

A report was received from the President as to the 
proceedings of the Congress. 

It was resolved on the motion of the Vice-President, 
seconded by Mr. Walter Holman, that the thanks of the 
Council be accorded to the President and Mrs. Keens for the 
part they had taken in the Congress, to Mr. C. Hewetson 
Nelson and Mr. F. Ogden Whiteley for their papers, and to 
Mr. A. A. Garrett, Secretary, for the arrangements made for 
the Society’s ‘delegates. 

Upon the motion of the President,” seconded by the Vice- 
President, the following resolution was unanimously adopted :— 

“That the President, Vice-President and Council of 


the Society of Incorporated Accountants and Auditors © 


express their sincere and hearty thanks to de Heer E. 
Van Dien, President, to de Heer G. W. Frese, Secretary 
to the Executive, to the Ladies and other Committees 
of the International Congress of Accountants held in 
Amsterdam, July 5th to 10th, for the arrangements made 
for the reception and entertainment of guests from all 
countries, and particularly of members of the Society of 
Incorporated Accountants and Auditors. The Council 
are pleased to record their appreciation of the successful 
issue of the proceedings of the Congress, which in their 
view has increased the influence and prestige of the 
accountancy profession in all those countries represented 
at the Conference.” 

‘That a copy of this resolution be inscribed and 
and presented to de Heer E. van Dien and to 
de Heer G. W. Frese.” 


Honorary MemBersnip oF THE Soctery. 
It was resolved unanimously that de Heer E. van Dien, 
President of the International Congress of Accountants, 
Amsterdam, be elected an honorary member of the Society. 
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CounciL. 


Mr. William Paynter (Spence, Paynter & Morris), London, | 
Fellow in public practice, was appointed to fill a casual | 
London vacancy on the Council, in accordance with the | 


provisions of Article 48. 


Law or Property AMENDMENT BIL. 

The Secretary informed the Council that this Bill had 
received the Royal Assent; also that the amendment put 
forward by the Society in regard to the position of trustees 
under deeds of assignments had been included in the Act. 


Conrenence oF Mempers or THE Counci, with ReEpre- 
SENTATIVES OF District Socrertes. 
The President reported to the Council the matters discussed 
at the last Conference of Members of the Council with Repre- 
sentatives of District Societies. The report was received. 


Socrety’s Borrowine Powers. 

It was reported that the High Court, on July 20th, had 
sanctioned the alterations to the Society’s Memorandum of 
Association, approved by the members at Extraordinary 
General Meetings held in May and June last. 

A number of new members were elected and other important 
business was transacted. 


Ghanges and Remobals. 


Messrs. James Baird & Co., Incorporated Accountants, have 
removed to Imperial Buildings, 72, High Street, Belfast. 

Messrs. Campbell & Jordon, Incorporated Accountants, 
have opened a new Office at 8, Broad Street, Newtown, Mon. 


Mr. Herbert E. Davis, Incorporated Accountant, has taken 
over the coaching practice of Messrs. Clinch & Legge, and has 
opened offices at 119, Moorgate. London, E.C.2. 


Messrs. Nathaniel Duxbury, Son & Finch announce that the 
partnership has been dissolved. Mr. Nathaniel Duxbury and 
Mr. J. P. Duxbury will continue to practise at 27, Richmond 


Terrace, Blackburn, and 5, Chapel Street. Preston, under | 
the style of Nathaniel Duxbury, Son & Co., Incorporated | 


Accountants, and Mr. T. Finch, Chartered Accountant, 
will practise on his own account at 9, Richmond Terrace, 
Blackburn, and 3, Winckley Square, Preston. 


Messrs. Jacques & Stirk have removed to National 
Provincial Bank Chambers. Keighley. 


Messrs. Muir, Moody & Co., Incorporated Accountants of 
20, Newgate Street, London, E.C., announce that they have 
taken Mr. Geoffrey Carr, Incorporated Accountant, into 
partnership. 


Mr. W. A. Shepherd, Incorporated Accountant, has com- 
menced public practice at 2, Commercial Street, Risea, Mon. 


Mr. Herbert Stephenson, Incorporated Accountant, has 
removed to Crown Chambers, 9, Albion Street, Leeds. 


Mr. William Towers, Incorporated Accountant, has removed 
to 17, Brazennose Street, Manchester. 


Mr. W. L. Tuck, Incorporated Accountant, has been admitted 
into partnership by Messrs Trevor Davies, Gantner & Co., 
who have opened a branch office at Barclays Bank Chambers, 
97, Malden Road, Kentish Town, London, N.W.5. 


Messrs. E. J. Williams & Co., Incorporated Accountants, 
Carlisle, have opened an office at Princes Buildings, 81, Dale 
Street, Liverpool, which will be in charge of Mr. E. K. 
Williams, Incorporated Accountant. 


Society of Incorporated Accountants and 
Auditors. 


EXAMINATION RESULTS. 
SOUTH AFRICAN (EASTERN AND WESTERN) COMMITTEES. 


May, 1926. 


Final. 
Alphabetical Order. 

Bonetia, Avan James, Clerk to T. M. Wadley, P.O. Box 541, 
Durban. 

Corper, Cxive Srnctarr, Clerk to J. Douglas (Douglas, 
MacKelvie & Co.), 141, Longmarket Street, Cape Town. 

McKay, Cartes Donatp, Clerk to Salisbury, Beaton & 
Raynham, P.O. Box 245, Kimberley. 

Putxer, Doveras Henry, Clerk to Walter Hinton, Dominion 
House, Longmarket Street, Cape Town. 

Tuompson, Rosert James, Clerk to Salisbury, Beaton & 
Raynham, P.O. Box 245, Kimberley. 

Trotuw, Ernest James, Clerk to Chas. Hewitt, 55/56, Sauers 
Buildings, Loveday Street, Johannesburg. 


(9 Candidates failed to satisfy the Examiners.) 


Intermediate. 
Alphabetical Order. 


Berenp, Aprian Harry, Clerk to H. O. Berend, P.O. Box 225, 
Durban. 

Berman, Meyer, Clerk to Ise Levy, 106, Adderley Street, 
Cape Town. 

Bevan, Haroup Marsnatt, Clerk to L. P. Kent (Palmer & Kent), 
49, National Mutual Buildings, Market and Rissik Streets, 
Johannesburg. 

Dawe, Reervatp Arruvur, Clerk to E. R. Syfret (E. R. Syfret 
& Co.), P.O. Box 206, Cape Town. 


| Duemore, Cectn Ecerton, Clerk to E. R. Syfret (E. R. Syfret 


& Co.), P.O. Box 206, Cape Town. 


Forp, Wiiiram Ecpert, Clerk to F. B. Gibbins (Price, 
Waterhouse, Peat & Co.), 4, Standard Bank Chambers, 
Johannesburg. 


Frrepricks, Wriiit1am Epwarp, Clerk to J. D. M. Philip 
(Dougall, Lance & Hewitt), P.O. Box 523, Pretoria. 

Murray, Frepericx, Clerk to G. H. Warner, P.O. Box 250, 
Bloemfontein. 

TayLeR, Norman James, Clerk to B. Halsey (Halsey & George), 
Leuchars Buildings, Smith Street, Durban. 


VAN DER Poet, Henprick Rovx, Clerk to C. D. Gibson (C. L. 
Andersson, Gibson & Co.), 143, Longmarket Street, 
Cape Town. . 

Waurresouse, James Baunanryne, Clerk to F. T. Kydd-Coutts, 
34/36, A.B.C. Bank Buildings, Fox Street, Johannesburg. 


(8 Candidates failed to satisfy the Examiners.) 


Preliminary. 
Alphabetical Order. 


CorsisHiey, Comin Ramsay, 3, Ridge Road, Durban. 


Davip, Toomas Carstams Srvciatr, 36, de la Ruy Street, 
Observatory, Johannesburg. 

Kemp, AnpreEw Stuart, 21, Wellington Road, Park Town, 
Johannesburg. 


Parker, GeorGe Metuven, P.O. Box 169, Bloemfontein. 


Steyn, Rocuer, Clerk to M. Stephen, Belfast Chambers, 
St. George’s Street, Cape Town. 


Wetsn, Roserr Gorran, 1, O'Reilly Road, Berea, 


Johannesburg. 
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International Congress of 
Accountants, Amsterdam. 


(July 5th to oth, 1926.) 


An Iaternational Congress of Accountants was organised in 
Amsterdam. The President of the Congress was de Heer 
E. van Dien (Amsterdam), who was also President of the 
Executive Committee, the members of which were :— 
Professor J. G. Ch. Volmer, Vice-President (The Hague) ; 
de Heer H. van Haagen (Amsterdam), Treasurer; Dr. I. 
Goudeket (Amsterdam); de Heer P. C. van der Have 
(Rotterdam); Mr. James Polak (Rotterdam); de Heer G. W. 
Frese (Amsterdam), Hon. Secretary. 

An invitation was extended to representatives of all the 
leading accountant societies in Great Britain, Ireland, the 
British Dominions, United States of America, and the other 
countries of Europe. 

Upon the nomination of the Executive Committee the 
following constituted the Presidentship of the Congress, 
the members of which presided in turn at the respective 
sessions:—de Heer E. van Dien, President of the Executive 
Committee of the Congress, Amsterdam; Sir Arthur Whinney, 
K.B.E., F.C.A., President of the Institute of Chartered 
Accountants in England and Wales, London; Mr. Thomas 
Keens, F.S.A.A., Vice-President of the Society 
of Incorporated Accountants and Auditors, London; 
Mr. Friedrich Biinger, President of the Verband Deutscher 
Biicherrevisoren e. V., Leipzig; Kommerzialrat Prof. Eugen 
Schigut, President of the Gremium der Buchsachverstindigen 
and Biicherrevisoren, Vienna; Professor O. Sillen, President 
of the Féreningen Auktoriserade Revisoren, Stockholm; 
Mr. A. S. Fedde, C.P.A. (New York City), of the American 
Institute of Accountants, New York; Mr. T. Coleman 
Andrews, C.P.A. (Richmond, Virginia), of the American 
Society of Certified Public Accountants, Washington; Mr. G. 
Reymondin, of the Fédération des Compagnies des Experts 
Comptables de France et des Colonies, Lyons. 

The respective activities of the Congress were entrusted to 
separate committees, and a Ladies’ Committee for the reception 
and entertainment of ladies was also formed under the 
presidency of Mrs. C. de Viugt-Flentrop (Amsterdam), of which 
the hon. secretary was Miss Andrea van Dien (Amsterdam). 

The following countries were represented :—Austria, 
Belgium, Czecho-Slovakia, Denmark, Finland, France, 
Germany, Great Britain, Holland, Ireland, Italy, Norway, 
Poland, Roumania, Russia, Spain, Sweden, Switzerland and 
United States of America. 

The representatives of the British Chartered and Incorporated 
Accountants were as follows :— 


and Mr. C. £&. Mather, C.P.A. (New York), who were 
accompanied by Lady Plender, Mrs. Spicer and Mrs. Sendell. 

The Society.of Incorporated Accountants and Auditors was 
represented by Mr. Thomas Keens, F.S.A.A., Vice-President ; 
Mr. C. Hewetson Nelson, Past President; and the following 
members of the Council:—Mr. E. Cassieton Elliott, Mr. 
Walter Holman, Mr. Henry Morgan, Mr. F. Ogden Whiteley, 
O.B.E. (Bradford),Mr E.W.C. Whittaker, J.P. (Southampton), 
Mr. W. McIntosh Whyte; also by Mr. James Baird (Belfast), 
Mr. F. Sharman, Mr. H. Williams and Mr. A. A. Garrett, 
Secretary. The members were accompanied by Mrs. Keens, 
Mrs. Hewetson Nelson, Mrs. Hewitt, Mrs. Ogden Whiteley, 
Mrs. McIntosh Whyte and Miss Morgan. 

The Institute of Chartered Accountants in Ireland was repre- 
sented by Mr. A. H. Muir, F.C.A. (Ireland), C.A. (Edinburgh), 
A.S.A.A., of Belfast, who was accompanied by Mrs. Muir. 

Mr. W. Desborough, of the Treasury, was also present. 

Among the representatives of accountancy in the United 
States of America were:—Professor R. H. Montgomery, 
Columbia University, New York; Mr.A.S. Fedde, representing 
the American Institute of Accountants, New York; Mr. 
T. Coleman Andrews, representing the American Society of 
Certified Public Accountants; Mr. Jchn T. Madden, Dean of 
the School of Commerce, Accounts and Finance, New York ; 
Mr. Georges F. Doriot, Assistant Dean of the School of 
Business Administration, Harvard; Professor J. Anton de 
Haas, of New York University; and Mr. William Kemp, 
representing the National Association of Cost Accountants. 
They were accompanied by Mrs. Fedde, Mrs. T. Coleman 
Andrews and Mrs. William Kemp. 


Opening Session. 

The Congress was held in the Colonial Institute, Amsterdam, 
and commenced in the morning of Monday, July 5th. The 
Congress was opened in a speech by the President, de Heer 
E. van Dien, who welcome.i the representatives of all countries 
and said they had met together to benefit by their mutual 
professional experience and to exchunge views on many 
matters of current professional interest. He trusted they 
would come to appreciate each others’ point of view, and as 
a result of the Congress to understand one another better. 
In the course of his address he expressed his pleasure that 
the Edinburgh Society of Chartered Accountants, the oldest 
society of accountants in the world, was represented, and he 
also stated that in organising the Congress he had secured at 
an early date the co operation of the Institute of Chariered 
Accountants in England and Wales and the Society of 
Incorporated: Accountants, the two largest bodies, whose 
acceptance of the proposals had made the holding of the 
Congress possible. In welcoming the representatives from 
other countries, he referred to the work of the American 
Institute of Accountants and of Professor R. H. Montgomery, 
of Columbia University, New York; also to representatives of 


The Scottish Chartered Accountants were represenied by | the School of Basiness Administration, Harvard University, 
Mr. C. E. W. Macpherson, C.A., President of the Society of | of New York University, of the American Society of Certified 
Accountants in Edinburgh; Mr. Francis More (Edinburgh), | public Accountants, and of the National Association of Cost 
Mr. L. B. Bell, Secretary of the Society of Accountants in | Accountants, who were present. He congratulated the 
Edinburgh. They were accompanied by Mrs. Macpherson | United States apon the attainment of the 150th year of 
and Miss Macpherson, Mrs. More and Mrs. Bell. Also by | Independence, which they celebrated at that time. He 
Sir John M. MacLeod, Bart., D.L., LL.D., and Mr. Norman | expressed his deep regret at the untimely death of Mr. 
MacLeod, of the Institute of Accountants and Actuaries in | J, M. Fells, C.B.E., F.S.A.A., one of the early writers on 
Glasgow. | cost accounting, whom it was hoped would have submitted a 

The Institute of Chartered Accountants in England and Wales | paper. In concluding his speech, Mr. van Dien hoped that 
was represented by Sir Arthur Whinney, K.B.E., F.C.A., | their guests, both ladies and gentlemen, would enjoy their 
President; Sir William Plender, Bart., G.B.E., Past visit, and that the Congress would be a source of professional 
President; Mr. William Cash, Past President; Mr. Ernest | usefulness and a pleasure to all of them. The speech was 
Evan Spicer, Mr. G. E. Sendell, Mr. F. C. Griffiths (Paris), | delivered in several languages, in which the President referred 
Mr. B. S. Murray (Paris), Mr. W. E. Seatree, C.P.A. (Paris), personally to the representatives of the different societies. 
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The speech of the President was followed by an address by 
Mr. J. R. Slotemaker de Bruine, Minister of Labour, Trade 
and Industry, The Hague. Salutation speeches were then 
delivered on behalf of different countries, who had been 
nominated at a meeting of representatives of all the societies 
who had sent delegations to the Congress. 

The speech on behalf of the British representatives was 
delivered by Mr. C. E. W. Macpherson, C.A., who said: 
‘‘T have much pleasure and deem it a high honour to offer 
heartiest greetings on behalf of the accountant societies of 
Great Britain. 

‘‘T thank you, Mr. President, for the gracious words 
you used with reference to the Society of Accountants in 
Edinburgh. Accountants have been practising in Edinburgh 
for two or three centuries, and were organised as a profession 
by the Society being incorporated by Royal Charter in 1854— 
72 years ago—and that is the origin of the designation 
‘ Chartered Accountant.’ 

‘I have the privilege of offering greetings to this Congress 
on behalf of the Institute of Chartered Accountants in 
England and Wales, represented here by those distinguished 
Chartered Accountants, Sir Arthur Whinney, K.B.E., President; 
Sir William Plender, Bart., G.B.E., and Mr. William Cash; 
the Society of Incorporated Accountants and Auditors of 
London, represented by Mr. Thomas Keens, Vice-President 
and Acting President, Mr. C. Hewetson Nelson, Past President, 
Mr. A. A. Garrett, Secretary, and a number of others of their 
Society; the Society of Accountants in Edinburgh by Mr. 
L. B. Bell, Secretary, and Mr. F. More, Member of Council, 
with me as President; the Institute of Accountants and 
Actuaries in Glasgow by Sir John M. MacLeod, Bart., D.L., 
LL.D., and Mr. Norman MacLeod. I regret that Mr. Charles 
Williamson, President of the Aberdeen Society, was at the 
last unable to be present. 

‘*When I was selected this morning, as representing the 
oldest Society, to address you on behalf of Great Britain, I 
asked you, Mr. President, that one should speak for the 
English Societies, while I could do so for the Scottish 
Societies, but you would permit only one spokesman for 
éach country. Well, England cannot do without Scotland, 
neither can Scotland do without England, and hence our unity. 

‘*In England and Scotland the profession has won its place 
in public regard under the wgis of the Royal Charters and by 
Acts of Parliament and legislation in many ways, especially 
under the Companies Acts, and the profession fulfils, and 
has fulfilled for a long time now, a most important part in 
the business of the community. 

‘*The Society which in particular I represent, being the 
parent Society, has now a very large family all over the 
world, and it has been very prolific—thousands of accountants 
having arisen during the past 50 years everywhere. 

‘* At this Congress, so wonderfully organised by you and 
your colleagues, we look forward with much interest to hear 
the discussions and the exchange of views as to the experience 
of others, and of other countries in the realm of accountancy. 

‘*I beg cordially to thank you on behalf of those whom 
I have the honour of representing in thus addressing 
you for hospitality offered and for all the arrangements 
made, and we look forward to an enjoyable time in your 
beautiful city.’’ 

Mr. A. H. Muir, C.A., F.C.A.(Lreland), A.S8.A.A., on behalf 
of the profession in Ireland, joined in offering congratulations 
to the President. 

Professor Montgomery, in speaking on behalf of the American 
accountants, referred to the first International Congress of 
Accountants held in St. Louis in 1904. He regretted that 


the movement commenced by that congress had apparently 


been allowed to lapse. He, therefore, greatly congratulated 
de Heer van Dien for having resuscitated and organised an 
International Congress of Accountants. He referred to the 
development of accountancy in the United States, and 
particularly to the work of New York University, Columbia 
University and Harvard University; also to the professional 
organisations of the American Institute of Accountants, and 
the American Society of Certified Public Accountants, although 
personally he represented the New York Society of Certified 
Public Accountants. On behalf of the American accountants 
he thanked the President for the arrangements made for the 
holding of that meeting. 

Salutation speeches were also delivered on behalf of France, 
Scandinavian countries, German speaking countries, Roumania 
and Czecho-Slovakia. 

Mr. G. P. J. Hogeweg, Amsterdam, replied on behalf of the 
Congress Committee to the salutation speeches. 

After the opening meeting, the members were entertained 
at an informal reception in the vestibule of the Colonial 
Institute, which had been newly opened, which gave them an 
opportunity of meeting each other. 


Reception by the Municipality of Amsterdam. 


In the afternoon of the opening day the Congress was 
received by the Burgomaster and representatives of the 
Municipality of Amsterdam, at the Stadthuis. 

An address was delivered in Dutch, English, French and 
German by the Burgomaster, to whom the members of the 
Congress were presented. 


Programme of Professional Proceedings. 


The papers read at the Congress were translated and 
circulated in advance of the meeting, which entailed much 
labour and arrangement by the Congress Committee and 
Secretary. The reader of each paper introduced his subject 
to the Congress in a short address, and the papers were 
followed by a discussion, consisting of a series of brief 
speeches. An opportunity was given to the readers of the 
papers to respond to the questions raised. 

The following were the papers read :— 

‘“‘The Accountants’ Certificate in connection with the 
Accountants’ Responsibility.’ Papers read by Sir William 
Plender, Bart., G.B.E., F.C.A., member of the Council of 
the Institute of Chartered Accountants in England and 
Wales, London; Herr Friedrich Biinger, President of the 
Verband Deutscher Biicherrevisoren, Leipzig; Professor Th. 
Limperg, Jr., of the Municipal University, hon. member of 
the Nederlandsch Instituut van Accountants, Amsterdam. 
Chairman, Sir Arthur Whinney, K.B.E., F.C.A. 

‘* Industrial Organisation and Management.” Paper read 
by Monsieur J. Carlioz, Paris. Chairman, Monsieur Georges 
Pannard (France). 

‘* Legislation of the Profession.’’ Papers read by Professor 
Rob. H. Montgomery, of Columbia University, New York, 
member of the American Institute of Accountants; Dr. I. 
Goudeket, President of the Nederlandsche Organisatie and 
Accountants, Amsterdam. Chairman, de Heer E. van Dien. 

‘Standard Costs as a Basis of Management and Industrial 
Control.’’ Papers read by Mr. C. Hewetson Nelson, J.P., 
member of the Council of the Society of Incorporated 
Accountants and Auditors (Liverpool); Professor J. Anton de 
Haas, of New York University, New York; Professor J. G. 
Ch. Volmer, of Technical University, Delft, and Netherlands 
Commercial University, Rotterdam, hon. member of the 
Nederlandsch Instituut van Accountants, The Hague; also a 
paper on ‘Increasing and Diminishing Returns in Connection 
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with Cost Price,” by Mr. William 8. Kemp, member of the 
Council of the National Association of Cost Accountants, 
New York. Chairman, Mr. Thomas Keens, F.S.A.A. 


‘* Valuation for the Balance Sheet and Profit.” Papers 
read by Professor J. M. Clark, of Chicago University, Chicago ; 
Professor Dr. F. Schmidt, of University of Commerce, 
Frankfort 0o/M. Chairman, Herr Friedrich Biinger (Leipzig). 


‘*The Accounts of Local Authorities.” Papers read by 
Mr. F. Ogden Whiteley, O.B.E., F.S.A.A., member of the 
Council of the Society of Incorporated Accountants and 
Auditors, City Treasurer, Bradford; Mr. Walter Meywald, 
President of the Bund der Buchsachverstindigen (Biicher- 
revisoren) Deutchlands, Berlin; Monsieur L. Béthoux, President 
of the Fédération des Compagnies des Experts-Comptables de 
France et des Colonies, Lyons; de Heer H. A. Verhey, member 
of the Nederlandsche Bond van Accountants, Amsterdam. 
Chairman, Professor Eugen Schigut (Vienna). 

‘* Education for the Profession.”” Papers read by Professor 
John T. Madden, Dean of New York University, New York; 
Mr. E. E. Spicer, F.C.A., London; de Heer W. H. Elles, 
member of the Nederlandsch Instituut van Accountants, 
Amsterdam. Chairman, Mr. Coleman Andrews, C.P.A. 
(Richmond, Virginia). , 

‘* Increasing and Diminishing Returns in Connection with 
Cost Price.”” Papers read by Dr. Th. M. Vogelstein, Berlin; 
Professor Dr. N. J. Polak, of the Netherlands Commercial 
University, Rotterdam, member of the Nederlandsch Instituut 
van Accountants, Rotterdam. Chairman, de Heer G. P. J. 
Hogeweg (Amsterdam). 

‘* Office Machines, Appliances and Methods.” Papers 
read by Mr. W. Desborough, F.C.I., London; Monsieur 
Gabriel Faure, Paris; Professor Dr. Balduin Penndorf, 
of University of Commerce, Leipzig, member of Verband 
Deutscher Biicherrevisoren, Leipzig. Chairman, Professor O. 
Sillén (Stockholm). 

‘“The Organisation of Large Accountants’ Offices in 
Connection with the Accountant’s Responsibility.” Papers 
read by Sir Albert William Wyon, K.B.E., F.C.A., London; 
de Heer H. R. Reder, member of the Nederlandsch Instituut 
van Accountants, Amsterdam. Chairman, Mr. A. S. Fedde, 
C.P.A. (New York City). 


Official Dinner. 


An official dinner was given by the Executive Committee 
of the Congress to the members of the Congress and their 
ladies. De Heer E. van Dien presided over the dinner, at 
which about 320 guests were present. 

At the opening of the dinner, the President, de Heer E. 
van Dien, gave the toast of ‘‘Staatshoofden van Alle 
Vertegenwoordigde Landen” (All Countries represented at 
the Congress). This was followed by the toast of ‘* The 
Queen of Holland and the Royal Family,’’ proposed by Mr. 
C. E. W. Macpherson, President of the Edinburgh Society of 
Chartered Accountants. 

During the course of the dinner, in accordance with Dutch 
custom, toasts were given as follows :—‘t Hands Across the 
Sea,’? de Heer F. K. J. Heringa (representing the Dutch 
Government), de Heer F. M. Wibaut (representing the 
Municipality of Rotterdam), Professor Robert H. Montgomery 
(United States of America). ‘La Ville d’Amsterdam,”’ 
Le Chevalier Charles Forzani (Italy). ‘‘ The President of the 
Congress,’ Mr. Thomas Keens, Vice-President of the Society 
of Incorporated Accountants and Auditors (Great Britain). 
‘‘Die Damen,’’ Herr Arthur Jores (Germany). ‘Onze 
Gasten,” de Heer G. P. J. Hogeweg (Amsterdam). ‘“ Le 
Secrétaire du Congres,’’ Monsieur Georges Pannard (France). 


‘*La Ville de Rotterdam,” Monsieur N. Butculesco (Roumania). 
‘* Holland,” Mr. Thomas J. Dybwad (Norway). 


Mr. Thomas Keens, in proposing the toast of ‘‘ The President 
of the Congress,” said he considered it a great honour that 
the toast of the evening, that of the President of the Congress, 
should have been entrusted to one of the representatives of that 
little island girt about by the silver sea. The organisation of 
such a Congress must have meant an enormous amount of work 
to all concerned, but an army was useless without its generals, 
and the success of the Congress led him to suppose that the 
generalship had been admirably done. To an Englishman 
the facility of languages displayed by the President had been 
simply marvellous. Asa nation, he said, languages were not the 
strong point of the English. His countrymen would probably 
remember the story of the Englishman lost in Paris and unable 
to ask his way, who pinned upon his chest a sheet of paper, on 
which were the words“I want to go to the Hotel Lilleand Albion.” 
After a time another man came up, and by dumb signs 
indicated that he would lead him where he would go. 
They proceeded for some distance. At length the leader 
stopped and pointed to the name of the hotel, when the man 
who was lost exclaimed ‘‘ Thanks, old man, awfully,” and 
shook his hand warmly. The leader said ‘‘Good God, are 
you an Englishman? I thought you were deaf and dumb.” 
That predicament, Mr. Keens said, was never likely to 
happen to the President. His personal qualities they had al] 


| learned at the Congress, but he gathered from a little incident 


which transpired, and which was not known to everyone, 
that he was what they would call ‘‘a jolly good fellow.” 
The incident was this: At a meeting to consider the possibility 
of a permanent organisation for congresses in the future a 
decision was arrived at that no separate organisation should be 
set up, but that de Heer van Dien should continue in office as 
President until the next invitation was received. The honour 
was a very considerable one, but instead of immediately 
accepting he stated that he would accept the office on one 
condition only, that de Heer Frese was continued in office as 
Secretary, as the bulk of the work had fallen upon his 
shoulders and to him a large part of the credit was due. 
Mr. Keens said he was sure that there would be many 
pleasant memories carried away from the Congress, and all 
the delegates wished the President long life and happiness. 
The pleasure of the Congress had been materially added to 
by the presence of the charming wife of the President, who 
appeared to have found the secret of perpetual youth. 

The dinner concluded with the playing of the Dutch 
National Anthem. 


Hospitality to the Members. 


The following functions and events were organised for 
the entertainment of members :— 


Tvurspay, Jury 6th. Visit to the diamond-polishing factory 
of Messrs. I. J. Asscher. In the evening members were 
entertained to a symphony concert in the Concertgebouw 
(Concert Hall) by kind invitation of the municipality of 
Amsterdam. 


Tuurspay, Juty 8th. The members left by special train 
for Rotterdarh, where they were received formally by the 
Burgomaster of Rotterdam at the Town Hall, which had been 
built comparatively recently, and is a fine specimen of modern 
Dutch architecture. Members then embarked in tugs, which 
steamed round the port of Rotterdam and landed the members 
at the office of the Rotterdamsche Droogdok-Maatschappij 
(Rotterdam Port Company), who entertained the members to 
luncheon, presided over by the chairman of the company. 


The representatives of different countries proposed the toas: 
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of ‘“‘The Chairman.” After luncheon, the Conference 
proceeded to the Hague and Scheveningue and returned to 
Amsterdam in the evening. 

Sarurpay, Juny 10th. Members left Amsterdam by rail 
and motor-boat to visit the Island of Marken and Volendam. 
These are places of particular interest on the Zuyder Zee, 
where national costume and old customs of Holland are 
‘still maintained. 

The Reception Committee extended hospitality to the 
members of the Congress to luncheon. 

During the course of the Congress special arrangements 
were made for entertaining the visiting ladies. 


Messages from Mr. George Stanhope Pitt, F.S.A.A., 
President of the Society, and Sir William Plender, 
Bt., G. B.E., F.C.A. 


A cable of greeting and expressing good wishes to the 
Congress was received from Mr. G. 8S. Pitt, who was in 
South Africa, and read to the Congress. A telegram was 
also received from Sir William Plender and read at the final 
session, expressing regret at his unavoidable absence from 
the banquet and wishing the function success. 


Closing of Congress. 


The Congress closed in the afternoon of Friday, July 9th, 
when a speech was made by de Heer E. van Dien which he 
delivered in Dutch, English, French and German. He said: 
‘For the last time this week, and perhaps for the last time in 
my life, I propose to close formally the Sessions of the 
International Congress of Accountants. Our work is finished. 
I call myself happy that everything has passed off sati-factorily ; 
no single incident has presented itself and the representatives 
of so many different nationalities have cordially co-operated 
to bring the proceedings of the Conference to a successful 
issue. It gives me great pleasure, therefore, to state that the 
object of the Congress has been fully attained. Our expectations 
have not only been realised, but have been exceeded. Evers- 
body has given his best services to make the Congress a 
success. ‘The papers have set an example of a high standard 
of professional work and preparation. 


‘*It would be invidious for me to mention any names, 
but I must make one exception: I re‘er to our colleague, 
de Heer G. W. Frese, the Hon. Secretary, who has made the 
arrangements and has laboured unremittingly in the interests 
of this Congress. I express to him in your name our heartfelt 
thanks for his valuable work to the Congress.” (Cheers.) 


The name of de Heer Frese was received with great 
enthusiasm, and the Congress closed with loud. applause for 
the President, de Heer van Dien. 


Photograph of British Representatives. 


There is included with this number, as an inset, a 
photograph of the British representatives at the International 
Accountants’ Congress, Amsterdam. The group comprises, in 
addition to the British representatives, de Heer E. van Dien, 
President (front row), and de Heer G. W. Frese, Hon. Secretary 
of the Congress (second row, one from the right). 


Luncheon to American Representatives. 


A private luncheon was given by the President and members 
of the Society to American representatives and their ladies 
participating in the Congress. The President, who was 
accompanied by Mrs. Keens, occupied the chair. The toast 
of ‘‘ The President of the United States” was proposed from 
the chair. The toast of ‘‘Our American Colleagues’’ was 


proposed by Mr. C. Hewetson Nelson, to which a response 
was given by Professor John T. Madden, Dean of New York 
University. At the conclusion of the proceedings, Mr. A. 8. 
Fedde proposed the health of ‘‘ The Chairman,” to which 
Mr. Keens made a brief reply. 


ACCOUNTANT OFFICERS, ROYAL AIR 
FORCE. 


The Air Ministry announces that an examination of 
candidates for commissions as accountant officers will be 
held in the latter part of September, 1926, under the scheme 
inaugurated in 1924 for entry into the commissioned ranks 
of the accountant branch of the Royal Air Force. 

The number of vacancies to be filled immediately from this 
examination will probably be not less than ten, and further 
appointments may be made at a later date to fill vacancies 
arising between this competition and that of next year. 

Candidates must be between 22 and 26 years of age on 
October 1st, 1926, but an extension up to 30 years of age 
may be granted in certain circumstances on the ground of 
previous service in the Forces. 


Applications, which must be made on the prescribed form 
obtainable from the Secretary, Air Ministry, Kingsway, 
London, W.C.2, should reach that Department not later than 
August 15th, 1926. Applications received after August 31st, 
1926, will not be accepted in any circumstances. 

The examination will be held in London and will 
comprise :— 

(1) An interview before a Selection Board. 
. (2) A written examination in English and general 
knowledge. 

(3) A written examination in accountancy. 


The written examination, for which a fee of £4 is payable, 
is conducted by the Civil Service Commissioners and will be 
held shortly after the interview. Part (2) of the examination 
will require no special preparation and will consist of essay 
writing and precis, and questions to test the candidate’s 
knowledge of matters of general interest. Part (3) will 
consist of book-keeping and accountancy, excluding 
partnership accounts and executorship accounts, the 
standard being that of the final examinations of the 
Institute of Chartered Accountants and of the Society of 
Incorporated Accountants and Auditors. , 

Copies of the papers set at the examination for accountant 
officers héld in September, 1925, may be obtained from H.M. 
Stationery Office, Adastral House, Kingsway, London, W.C.2, 
price 1s. net. 

Candidates who from their application forms appear to be 
suitable will be invited to appear for interview by the 
selection board, and those who are passed by the selection 
board, and also by a medical board, will be admitted to the 
written examination. ‘ 

Appointments will be offered to candidates according to the 
marks obtained in the competition. Successful candidates 
will be appointed as pilot officers on probation, and on 
satisfactory completion of a two months period of instruction 
will be posted to a unit for accountant duties. At the end of 
twelve months service they will, if their service has been 
satisfactory in all respects, be confirmed in their appointment 
and promoted to the rank of Flying Officer. Promotion 
beyond this rank will be by selection within an approved 
establishment. 

The emoluments of accountant officers consist of pay 
and services in kind (accommodation, fuel and light, rations 
and personal attendance) or allowance in lieu if the latter 
are not available. At present rates, pay plus the cash 
allowances referred to, range according to rank and length 
of service, from £401 a year for a Pilot Officer (unmarried) 
to £1,146 a year for a Group Captain (married), the increase 
on promotion from Pilot Officer to Flying Officer being 
£70 a year. 

The detailed regulations and necessary forms of entry 
may be obtained on application to the Secretary, Air Ministry 
(8.7), Kingsway, London, W.C.2. 
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Standard Costs as a Basis of 
Management and Industrial 
Control. 


A Paper read before the International Accountants’ Congress, 
Amsterdam, July, 1926, by 
Mr. C. HEWETSON NELSON, J.P., F.S.A.A.. 
Past PREesIpENT oF THE Society or INcorPoRaTED AccoUNTANTS 
AND AUDITORS. 

The chair at this session was taken by Mr. Tuomas KeeEns, 
Vice-President of the Society of Incorporated Accountants 
and Auditors. 

Mr. Hewerson Netson said: In contemplating any aspect 
of cost accounting it is well to remember that our first 
introduction to that subject is due to the work of the 
economist, and not the least part of our indebtedness is 
owing to Jaochim Georg Darias, who, in his “ First Principles 
of Kameral Sciences ’’ (Jena, 1756), appears to have made the 
earliest contribution towards defining the ‘total costs of 
production,” which he enumerates as follows :— 

(1) Raw materials. 

(2) Interest on the value of such materials until the 
finished goods are sold. 

(3) The price of tools. 

(4) Their interest and depreciation. 

(5) Labour. 

(6) Interest on wages. 

(7) Interest on buildings used. 

(8) Expense of marketing, accounting, &c. 

Remembering that this list was drawn up 170 years ago 
it must be confessed that all the refinements of modern 
writers do not carry us much further in any attempt we may 
make to define exactly what we mean by the first two words 
contained in the title of this paper. 


Sranparp Costs. 

I.—Before proceeding further we may consider briefiy how 
far costing has, in fact, become standardised. 

In his monumental work on ‘Industry and. Trade” 

- Professor Marshall devotes considerable space to the subject 
of costing, and declares ‘‘this is one of ‘the tasks of the 
science of accounting which has received a very high develop- 
ment during the last few generations.’’ In view of the fact 
that the first edition of Garcke and Fells was published less 
than 40 years ago, and (on the testimony of Mr. Lee 
Nicholson) 75 per cent. of costing literature in America was 
published during the last decade, I do not imagine that any 
member of the profession would be bold enough to endorse 
Marshall’s statement without, at any rate, qualifying it by 
substituting the word ‘‘ decades ”’ for the word ‘‘ generations.” 
However that may be, there is no question thaf during the 
past few years great strides have been made in the advance 
of scientific costing, and the very title of this paper 
(selected for me by I do not know whom) indicates the 
higher stages to which costing is advancing. 

Marshall commends the work of the English Calico 
Printers’ Association in its efforts towards standardisation, 
more particularly as illustrating the kind of “teamwork” 
which is so material to the progress of a trade, by affording 
information of improved methods of costing, as well as 
fresh knowledge of technique, to its members. The same 
point is emphasised by the arrangement under which 
members of the Cable Makers’ Association agree that where a 
member makes a distinct advance in technique he may enjoy 
the fraits of his discovery for a stipulated period, and must 


then divulge it for the benefit of the members generally, or 
alternatively, he may, on terms to be agreed, give the benefit 
of it to the trade at once. 

Mr. Webster Jenkinson, F.C.A., has also forcibly directed 
our attention to the necessity of an interchange of costing 
systems in specified trades, if a serious effort is to be made to 
reach standardisation, and suggested, what in fact, is, in 
some measure, being realised by this congress, namely, 
‘*conferences between recognised societies of accountants”’ 
on the subject. 

The work of the Bradford Dyers’ Association in providing 
a uniform system of costing for all its branches is the kind of 
work which is required, and was followed by an exhaustive 
inquiry conducted by the Federation of British Industries. 

Through the courtesy of the President (Sir Max Muspratt, 
Bart.), I have before me, as I write, the report of the 
Production Committee of the Federation upon the inquiry, 
and as it constitutes one of the more recent manifestations 
of the keener interest which British manufacturers are 
evincing in costing it will not be without interest if I attempt 
.to summarise the results obtained from the inquiry. 

The associations affiliated to the Federation were asked to 
reply on three points :— 

(a) Whether costing was generally adopted as a normal 
production function by the individual firms inside 
the trade ; 

(b) Whether any standardised system had been arrived 
at for adoption throughout the industry, and 

(c) Whether the association felt it desirable to consider 
the possibilities of a larger exchange of methods 
which could be carried out by means of a round- 
table conference of all the trades concerned. 


The replies indicated that without exception, the 
importance of an accurate costing system was appreciated 
by the associations, although in some of the associations (of 
which the membership is composed of small firms) it was 
evident that costing generally was not carried out. This is 
of interest, as it is these small firms who constitute the 
majority of bankruptcy failures even in normal working 
periods, so much so that two of the more important Midland 
associations, impressed by the failure of so many small firms, 
actually draw out a standardised costing schedule, for the 
guidance of their members, solely to create greater stability. 
In one area at least in which it was adopted for some 
considerable time a remarkable coincident improvement 
occurred in the stability of the smaller firms. 

In regard to the second question, by far the larger number 
of associations have no standardised system. In the majority 
of cases it is stated that this was due to the fact that member 
firms cover a wider range of products than those covered 
inside the trade association. In other cases, it is stated that 
the range of products inside the association, and therefore, to 
a certain extent, the processes employed do not allow of a 
standardised scheme. Associations which are of the nature 
of financial amalgamations have _ instituted, without 
exception, standardised costing schemes. One association 
within recent years engaged a cost accountant for the purpose 
of the examination of the books of representative members. 
After three years work, during which a general scheme was 
drawn out and the services of the accountant in question 
weie at the disposal of firms for the adoption of the scheme, 
with such slight modifications as might be necessary, it is 
believed that a majority of the members have adopted the 
standard scheme. In one other large association, where no 
standard has yet been fixed, the ‘‘ cost accountant’? branch 
is a definite function of the association, and the work of this 


particular department is directed towards the establishment 
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of a standard scheme. It would be quite a fair general 
answer to say that there has been no introduction of 
standardised methods inside particular industries, but in one 
or two cases what may be regarded as schemes introduced 
under war control have been carried on. Very few replies 
were received to the last question, but fifteen associations, 
the majority of whom have standardised systems, are 
prepared to take part in a further conference with a view to 
finding whether there is any possibility of good to be derived 
from the setting up of some co-ordinating committee on 
costing questions. It thus appears from this important 
inquiry, that there are evidently two distinct schools of 
thought on this matter :— 

(1) Those who consider that costing contains, as a 
general case, a great common denominator for all 
industries. 

(2) Those who consider that costing has no common 
denominator outside of particularly parallel industries, 
but it is nevertheless evident, that costing is increasingly 
regarded as an invaluable function of works organisation. 

Any discussion on standardisation would be incomplete if 
omission was made of the intensive work which had been 
carried out with infinite patience and conspicuous ability 
in America. The wider outlook and broader vision taken 
by our American brethren is indicated in many important 


volumes and the names of F. W. Taylor, Lee Nicholson’ 


and others will be always associated with the remarkable 
advance achieved. The American view-point is well 
illustrated by the following extract from ‘‘ Cost Finding "’ by 
Dexter 8. Kimball (published by the Alexander Hamilton 
Institute of New York). 

While accurate costs are of great importance to the 
individual institution, they are of no less importance to 
the industry as a whole. The manufacturer who obtains 
contracts by underbidding his competitors, with a price on 
which he will lose money, not only ruins his own business 
but destroys that of his competitors. This form of com- 
petition is the most dangerous and the most greatly to be 
feared, since it rests, in most cases, on ignorance. It is little 
consolation to the manager whose costs are accurately 


- obtained to see such competitors go into bankruptcy ; for, as 


fast as they disappear, others equally ignorant take their 
place. This state of affairs is far too common. 

No doubt it may be good business policy to keep actual 
costs secret, but the widest publicity should be given to 
cost-finding methods if for no other reason than that of 
educating one’s competitor in such methods as shall tend to 
fair competition. This is now clearly recognised in many 
fields of industry. The National Machine Tool Builders’ 
Association recognised this important principle some years 
ago and took active steps towards uniform methods. It 
would pay all competing industries to do likewise and to 
publish freely the correct methods by which the costs of their 
products are obtained. The manager who offered to send his 
expert accountant, at his own expense, to teach competitors 
his system of cost-finding was a man of keen business ability 
and not simply a ‘ philanthropist.” 

Without closer analysis we may, I suggest, say that when 
we use the phrase ‘standard costs’’ we use the term as 
meaning ‘‘ standard” to a particular manufacturer, group 
of manufacturers, or to a particular trade or industry. 

There can be no question that the industry which bases its 
system of control upon the establishment of an adequately 
prepared costing scheme has a sure foundation upon which 
to build. 

Apart altogether from the question of such a system being 
essential for the ascertainment of correct selling prices, an 


intelligently conceived and consistently applied system makes 
itself the very ‘‘eyes”’ of industry, through which new 
visions are constantly leading to fresh developments in 
efficiency. 


II.—Looking first at our main subject, in a general way, 
we may say that in all industrial establishments there are 
three main sections, consisting of buying, selling and 
manufacturing. With the selling we are not at present 
concerned. As regards the manufacturing it is essential that 
every industry should have a standard system of costing, but 
it is evident that, while on general liries, raw materials, 
labour, and standing charges are common to all, at the same 
time each industry demands special treatment in detail, to 
conform to its individual needs, owing to the great variations 
in the class of product, according to whether it is coal, iron, 
ships, cotton, chemicals, &c. 


Further, while it is necessary that the manufacturer should 
be in possession of the total cost of his product, in order to 
help him in making sales, it is also evident that, if he is to 
get the best results from his plant, he must keep a close 
watch upon the different items comprised in his cost. He 
must, for example, see that he is obtaining the maximum 
production from his raw materials, by comparing the 
theoretical quantity required with the actual amount used, 
and reduce to a minimum all possible sources of loss. Then, 
too, he will, with the help of his cost system, be able to 
ascertain whether he is getting a fair return in output from 
the money spent on labour, economical working of the 
plant, besides ensuring a watch to be kept on the cost of 
repairs. In this connection, if he is to obtain the best results, 
it is of the greatest importance that the workpeople should 
be in a contented frame of mind, and more often than not, 
unrest is avoided by giving prompt attention to alleged 
grievances. 

Standing charges, in these days of high taxation, and 
heavy local rates, are a serious item, and it is consequently all - 
the more desirable to keep the plant working at its maximum 
capacity to maintain these charges at the minimum per unit 
of finished product. 

A good system of cost-keeping, by directing attention to 
rectifiable bad working, may easily enable a product to be 
manufactured at such a figure as will secure business, and 
so maintain the plant on full output, when a higher cost 
entailing a prohibitive price, would mean loss of trade and 
output. 

The purchase of raw materials represent an important 
branch of most industries, and, therefore, enters largely 
into the cost accounts. The question of quality and price 
both require close attention, and, as already mentioned, 
so also does that of yield. While, in many cases, it is 
not possible to have costs made up oftener than once a 
month, yields ought to be made up more frequently, with 
the object of promptly detecting avoidable loss on raw 
material. 

A manufacturer who does not keep costs has to rely upon 
the evidence of his bank balance to see how he stands, and 
this may be all right so long as he is satisfied that there is an - 
ample margin of profit, but in these days of severe competition 
this is insufficient guidance, as there may be considerable loss 
of working and no evidence to show in detail how it arises 
until it may be too late to apply the remedy. On the other 
hand, with a good system of cost-keeping, prompt attention 
can be directed to any abnormal working, and if in addition to 
this, the average price is periodically made up, the profit per 
unit can be seen, which calculated on the total quantity, gives 
close approximation of the total profit, especially when the 
plant is kept in regular work, and there are slight differences 
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in the stock. The information thus obtained is an invaluable 
guide in the control of the indastry, and is such as ought to 
be in the possession of every up-to-date manufacturer. 


Long experience in the working of plants all goes to show 
that if they are to give the best results, not only must they be 
worked economically with the aid of a good cost organisation ; 
but the plant must be worked at its fullest capacity. During 


_ the years 1914-1918 it was a question of maximum output, 


rather than low cost, but with the revival of active competition, 
it has again become a question of the survival of the fittest, 
and it is only by maximum output that a plant can do its 
best. It is not so much a question of the size of the plant, 
because it is possible for a small plant to give equally as good 
a yield on the raw material used as a large one, but rather 
maintaining full output in order to keep down the debit for 
the standing charges toa minimum. To illustrate the value 
of this, let us assume that when a plant is on half-work it is 
losing money, that when on three-quarters it is just paying its 
way, then it is evident that as the aggregate standing charges 
are no more when the plant is in full operation the profit 
is made on say the last 25 per cent. of the plant, which, 
so to speak, is working without any debit for standing charges, 
and the results of this is clearly reflected in the costs of 
manufacture. 


III.—Having made this general statement we may now 
proceed to examine in detail a few of the control factors 
involved, and perhaps we cannot do better than to commence 
with a reference to the immense gain in production. 

Economies in manufacture can only be achieved by obser- 
vation of the data revealed in the analyses arising from 
costing. Our English Public Accounts Committee directed 
attention to the immense importance to be attached to this 
feature of costing. Cases have been quoted of two similar 
plants where the output, per hour, per man, in the first works 
was equal to 4.16 of the unit made, while in the second case 
it was 10.8. As the result of a costing investigation the 
efficiency of the first plant was increased to 8.16. 

Of course, in the larger undertakings, with many works, the 
value for comparative purposes is emphasised, and the system 
furnishes an invaluable tonic to the individual works 
managers, compelling them periodically to test their efficiency 
against the other works of the undertaking. These com- 
parisons have been known to effect economies in manufacture 
equalling from 20 per cent. to 40 per cent. 

Where a number of factories are involved in one business 
and in a particular type of manufacture one could classify the 
utility under two heads, viz, place-comparisons at the same 
points of time and time-comparisons at the same place. Under 
place-comparisons, the first step is to see that a uniform 
system of costing under the same central direction is put in. 
This will yield certain results. The next step, in practice, is 
that the processes will need to be cut off, for the purposes of 
costing, at pretty much the same point, and by comparison 
of process results anomalies in the costing revealed. In two 
quarters more, when these are corrected, the management wil] 
be able to see in a particular case, with a certain amount of 
expenditure at a particular point, an advantage that the other 
factory possesses. This expenditure should never be very 
great, but enough to determine the fact when it has been put 
in, and the costing has run for two or three quarters on an 
even keel. You will then see what the one factory ‘‘A”’ can 
do against ‘‘B’’ when it is put as nearly as possible in the 
same position. 

The next step is either that one factory is wholly superior 
to the other or that in some processes it has an advantage and 
in others it has a disadvantage. The technical experts are 
then turned on to see what are the technical advantages and 


how they arise. It may be necessary to instal power meters 
and other forms of measurement, in order to make the costing 
comparison more exact. 

“A” learns from “‘B” and “B” learns from ‘‘A” but on 
separate parts of the processes and, therefore, the total costs 
in both factories are improved. 


I am assuming throughout that the system allows efficiency 
costs at each stage of use to be turned out by the same arrange- 
ment of costing machinery as provides the value costs. 


The next stage shows which factory—of several—can be 
best closed down, and this information, in my experience, 
if there is anything like rivalry between two factories, cannot 
be got under two or three years from the inception of the 
system, but when once it is obtained then it is irrefutable at 
this stage; or, alternatively, it will show how to change 
manufacture over from one factory into the other and, there- 
fore, get a straight run of one particular line. It is essential 
that the technical officials should be given the figures in their 
raw state and not wait until the costing head office have 
refined them. In time-comparison in the one place, com- 
parisons with the previous quarter, and with the same quarter 
of the previous year, enable one to eliminate the seasonal 
variations, but there ought always to be a solid yearly cost 
in addition to the short period one. It is advisable, of 
course, to take out the effect of the change in price of raw 
material. A word may be said in this connection about the 
check of the costing system upon new capital expenditure. 
The method—when there have been propositions put up for 
new capital expenditure—is for the local works to estimate 
the amount of savings; then when the capital expenditure 
has been fully incurred and has been operative as to its effect 
for several quarters, the costing department endeavour to 
find the saving in the cost. In many cases, such as power or 
steam or the like, it can be specifically found. It also ought 
to be found where it is a saving in wages, but, of course, in 
some cases it gets mixed up in the general lower cost. This 
time-comparison must be regarded as an essential feature of 
works control in connection with expenditure in new capital 
improvement. It has a most wholesome moral effect upon the 
engineer and the chemist in demanding new things, if he 
knows that he has to live up to his promises. Again, it is 
possible to insist too much upon the saving of waste, for it 
may cost more in the actual effort to save it than the saving 
is worth. Efficiency costs, therefore, in the saving of waste 
ought to be tested against the non-productive expenditure in 
finding it. It is, of course, a truism to observe thata study 
of the nature of each class of undertaking must be made 
in order to adapt a suitable scheme to its requirements, 
and to add, that the system introduced is not so burden- 
some as to outweigh the value of the results achieved. In 
this connection modern business methods of the mechanical 
order (calculating machines, &c.), will greatly reduce the 
expenditure. 


It is only possible by means of correct costing, to control 
effectively the purchase of the raw materials of an industry, 
and comparative figures will prove as beneficial as a check 
upon the buying department, as, in other departments, they 
act as a deterrent of waste in manufacture. 


Our American colleagues have undoubtedly given us a great 
lead in the value which they attach to the subsidiary, but 
most essential data, obtainable from a well organised costing 
system, and it is therefore surprising to the English student 
to learn, on the authority of Mr. Lee Nicholson, that the 
United States Government Commission Enquiry showed that 
only 5 per cent. out of 250,000 business corporations knew 
what their goods cost them to make. Obviously this is due 
to the common failure on the part of so many manufacturers, 
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of all countries, to place a proper value upon the constructive 
utility of the work of the accountant. 

I know from practical experience how difficult it is to 
create the right spirit in which alone it is possible to 
get the many departments of a great industrial concern 
to work smoothly towards a common end. Departments 
frequently display an instinctive dislike to reveal information 
to other departments, and sometimes one could almost believe 
that they conceived themselves as competitors and not 
co-operators. The personal equation is always obtruding itself 
and when this happens the best system which the ingenuity of 
man can produce is powerless to achieve results. In these 
circumstances you require something more than a system, 
be it never so good. - You require something behind that 
system, something akin to Sidney Smith’s ‘‘amalgam”’ 
which brought heterogeneous factors into a harmonious 
whole. I suggest for your consideration that that something, 
which forms the ‘‘amalgam” is the personality behind 
the system, than which, in any costing plan, there is nothing 
so important. Without this, progress ‘‘ halts on palsied 
feet.’ Possessing it, all the ideals of the world’s most gifted 
writers on our subject become possible of realisation and the 
secondary functions of cost accounting, the reports containing 
the necessary data for organising the whole—eliminating not 
only waste but unprofitable lines of make, ascertaining the 
@oint at which the plant is most beneficially operated, 
disclosing unsaleable stock—and other equally important 
facts, are each revealed for the benefit of the undertaking, 
and, in the words of Alfred Marshall ‘‘ act as a substitute 
for the eye of the master.’’ 

In preparing this short paper I have had in mind the 
request of the Literary Committee of the Congress for 
brevity, and I have also had regard to the fact that two 
other papers on the same subject are to be submitted to 
the Congress. 

Two observations only I desire to make in conclusion, 
first, to express regret that the death of my late colleague, 
Mr. J. M. Fells, C.B.E., one of the earliest of modern English 
writers on cost accounting, necessitated my attempting a 
task which, had he lived, he could have undertaken more 
efficiently, and, secondly, to congratulate, in the name of 
my Society, the organisers of this historic Congress upon 
their great achievement, and to express the hope that the 
objects cf the Congress may be fully realised. 


Introductory Speeches. 

Mr. C. Hewerson Netson, J.P. (Liverpool), said he had 
only attempted to indicate in his paper some of the general 
principles. He had dealt with the inquiries made by the 
Federation of British Industries, the latest attempt on the 
part of the manufacturers of Great Britain to carry forward 
to a more scientific conclusion the all-important matter of 
correct costing and its use as a controllir.g factor in industry. 
He had also tried to summarise the general principles 
involved, looking at the subject for the moment through the 
eyes of the manufacturer rather than through those of 
the cost accountant, and he had then proceeded to deal 
with the more intricate considerations which the cost 
accountant had to take into account. He concluded his 
observations by a reference to the need of creating a right 
spirit in all the departments of a great industrial concern. 

Professor J. Anton pg Haas (New York University) also 
submitted a paper on this subject. He pointed out that there 
ought to have been a definition of terms, for on consulting 
the three papers it became obvious that the writers were not 
always talking about the same thing. The word “ standards,” 
for instance, was used with more than one meaning. He would 
like to emphasise what he had had in mind when he prepared 


his paper. In the United States they were beginning to feel 
more and more that the question of management was not 
primarily a question of forms and formulas but a question 
of man. The standard costing system made it possible to 
produce information quickly and readily which should be 
placed in the hands of the foremen and the men in the factory, 
so that they might become acquainted with and control the 
various things for which they were responsible. In the second 
place he would suggest that it was desirable to app'y the 
method of standard costing to the sales department. That did 
not seem to be very generally done in Earopean countries, 
but in the United States this application of standard costs to 
sales was being worked out. One of the largest organisations, 
having dry goods stores all over the country, had reeommended 
the application of standard costing to its business, and he 
knew of instances where there had been set up standard 
costs per call and per salesman, arriving at the complete cost 
of sales and production. He wanted to put to the Congress 
the connection between the budgetary method and standard 
costs. In the last few years the budgetary method was 
being accepted, and it seemed to him that there was a most 
complete connection between the two things. One almost 
implied the other, the budget being the plan and the cost 
the measuring stick. 

Professor J. G. Cu. Votmer (The Hague) also submitted a 
paper and delivered an introductory speech. 

Mr. Wiuxt1am S. Kemp (New York), in introducing a paper, 
spoke of the part played in the United States by the cost 
accountant who was in the industrial organisation itself. There 
was a field of accounting, cost accounting, in industry in which 
questions of technique arose which could not always be 
anticipated by the professional accountant, and such questions 
had to be settled as they arose by those in the employ of the 
firms. Many of these cost accountants, while very able in 
their field, were not members of any professional accountants’ 
organisation, but most of them were members of the 
National Association of Cost Accountants, which had 3,500 
names on its books. The objects of that association were 
to understand the nature of cost accounting, study methods 
and establish sound principles, and introduce up-to-date 
systems and assist in solving problems. 


Discussion. 

Mr. Henry Moraan, F.S.A.A. (London), said that the 
utilisation of costs as a basis for controlling industry was 
a big and an important question. One of the most striking 
examples in England was the cost-standardising movement 
in the printing trade, begun in 1912 by the Master Printers’ 
Federation. Every month the costs were sent in to a 
central office by a large number of printers, and after 
being tabulated and the averages taken the figures were 
circulated to all who had submitted particulars, and in 
this way the members were able to make a note of the 
particular departments where costs were excessive. 

Mr. Kerens, the President of the Session, suggested that 
if there was, as Mr. Kemp had apparently stated, a need 
for cost accountants in United States factories because 
many firms did not have their accounts audited, then 
these firms must have been badly brought up, for apart 
from cost accounts or any other single operation a full 
commercial audit was necessary for the security of the . 
proprietors. While recognising the progress that had been 
made in respect of standard costing it must be said that 
this particular branch had been and still was ineluded in 
the general range of the professional accountant’s work. 
There was nothing new or peculiar in it. A word of 
caution was necessary. Mr. Nelson had rightly spoken of 
the personal equation. The managing director of a big 
firm in England asked him (the President) to go down 
to his works and look at his costing system, and said, 
“IT assure you the system is absolutely perfect, but if 
we carried it out we should have no time for business.” 
That was often seen, and the shrewd accountant was the 
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accountant who made.the system fit the business and did 
not try to make the business fit the system. 


Mr. Wirs1am S. Kemp, after speeches had been made in 
other languages, replied to the discussion: He expressed regret 
at the misunderstanding with regard to the terminology used. 
By standard costs they determined how much material was 
required and how much direct labour was required to make a 
unit, and, if working under normal conditions, how much over- 
head burden was to becharged. These three elements combined 
gave them what they regarded as a fair and reasonable cost. 
That was called the standard cost, the measure of efficiency. 
A firm unable to produce at that cost would seek to discover 
where the failure was. With regard to firms not employing 
professional accountants in the United States, he felt that 
Mr. Keens had to some extent answered his own question; 
too many professional accountants devised systems which 
industrial organisations could not adopt because of the 
difficulty of applying them. 

Mr. C. Hewetson Netson also made some brief observations 
at the close of the discussion. 


LECTURES AND TRANSACTIONS 
OF THE 
Incorporated Accountants’ Students’ Society 
of London for the year 1925. 


It is often contended that “the remuneration of labour” 
is the crux of all the trouble in modern industrial life. 
The subject is, therefore, one which calls for special study 
and consideration by professional accountants, and it is 
dealt with directly or indirectly in various lectures which 
appear in the new volume of “Transactions” of the 
London Students’ Society. Various aspects of this burning 
topic are specially considered in three papers on cognate 
subjects, viz: (1) “Accountancy as an Aid to the Solution 
of Social Problems,” by the late Mr. J. M. Fells, C.B.E., 
Incorporated Accountant; (2) “The Human Factor in 
Business Organisation,” by Dr. Charles S. Myers, C.B.E., 
F.R.S., Director of the National Institute of Industrial 
Psychology; and (3) “Profit Sharing Schemes—The 
Accountancy Aspect,” by Mr. M. E. Askwith, A.C.A., 
Incorporated Accountant. 

In the first of these three lectures it is pointed out that 
the medieval idea that labour was a commodity to be 
bought and sold like market wares of which the wages were 
the price is no longer operative; that the harmonising of the 
interests of those who lend capital or Jend labour, of those 
who hire both and organise industry, and of those who 
use or consume the products of industry, is the urgent call 
of to-day. After considering the exploratory work which 
has been done in recent years in industrial economics the 
Lecturer calls special attention tou the channels along which 
accountants can render service in solving the difticulties 
with which industrial organisations are confronted. In the 
second lecture Dr. Myers considers the human factor as 
affecting industrial efficiency and competence in relation 
to needless effort, insufficient interest and attention, and 
irritation. His comments upon movement study illustrate 
a new phase in the scheme for evolving efficiency by stricter 
attention to the requirements of the worker. He appeals 
to the accountant to consider this subject as one materially 
affecting cost of production, and therefore properly coming 
within the orbit of the accountant’s work. In the third 
lecture Mr. Askwith deals with the accountancy aspect of 
the remuneration of labour. He considers and contrasts 
schemes for co-partnership and for profit sharing (which are 
by no means synonymous) and deals with the administrative 
details of such schemes. 


“The Gold Standard in Theory” is the title of a lecture 
by Mr. John P. Colbert, B.Com., Managing Editor of the 
Statist. After pointing out that historically the gold standard 
owes its present development to the growth of international 
trade, the Lecturer deals at some length with the wide 
question of foreign exchanges. A foreign exchange rate is 
defined as the price of one national currency unit in terms 
of another, and the effect of international trade on the 
gold standard is clearly shown. The need for a definite 
standard is assumed, and the Lecturer makes out a good 
case for the wisdom of adopting gold as the international 
standard. Incidentally, we would suggest to the Editors of 
this volume that they should be much more liberal in the 
use of sub-headings. Lecturers are proverbially niggardly 
in this respect, but the defect might easily be remedied by 
the Editors. In this particular lecture the last five pages 
of print appear under one sub-heading. A second lecture 
on the same subject is contributed by Mr. C. A. Kershaw, 
Incorporated Accountant, under the title of “‘ Considerations 
affecting a Gold Standard.” Mr. Kershaw takes as the 
basis of his lecture the “Report of the Committee on 
Currency and Foreign Exchanges after the War,” better 
known as the “Cunliffe Report.” 


The subject of Cost Accounts is again to the fore in 
this volume. “ Devising a Costing System” is the title of a 
lecture by Mr. Albert Cathles, O.B.E., C.A., and in his 
preliminary remarks he defines a costing system as a method 
of accounting which makes it possible to ascertain the cost of 
an article or to ascertain how much each unit of production 
in the factory has cost to produce and to sell. It is sometimes 
said that the cost price of an article is a misnomer, because 
the cost of producing any article will of necessity vary 
according to the numbers of such articles which may be 
produced. The truth of this assertion, however, does not in 
any degree prejudice the value of ascertaining by scientific 
accounting the actual cost of articles which have been produced 
in the immediate past, thereby enabling the producer to 
estimate the cost of producing like articles in the future 
even in variable quantities. Mr. Cathles’ lecture deals with 
the many points which call for consideration at the inception 
of a system of costing and concludes with some notes on the 
reconciliation of the cost books with the financial books. 
Another branch of the same subject is examined in 
Mr. J. Bruce Polwarth’s paper on “Symbols and their Use 
in Costing.” a . 

Mr. Fairfax Luxmoore, K.C., is the author of a lecture 
on “Duties and Liabilities of a Receiver” with regard to 
the property and assets, the subject of his receivership, with 
special reference to preferential payments. His comments 
under the heading of “ Preferential Payments” will be found 
particularly useful and informative, and he deals also with 
the methods of apportionment, the general duties of a 
Receiver, borrowing money, and administration of proceeds 
by Court. 

Income Tax is represented on this occasion by only one 
lecture, “‘Some Recent Decisions in Income Tax Law,” by 
Mr. R. M. Montgomery, K.C. The volume also includes 
the following papers :—‘ Specific Performance of Contracts,” 
by Mr. C. J. W. Farwell, K.C.; “Some Practical Notes on 
Deeds of Arrangement,” by Mr. D. Mahony, Incorporated 
Accountant; “The Duties of an Executor,” by Mr. J. Linahan, 
Incorporated Accountant; and “Points arising in various 
classes of Audits,” by Mr. F. A. Roberts, Incorporated 
Accountant. 


A complete index is added to the volume, which is 
the 30th of the series of “Transactions,” issued by the 
Incorporated Accountants’ Students’ Society of London. 
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Ohe Accountant’s Certificate in 
connection tvith the Accountant’s 
Responsibility. 


A Paper read before the International Accountants’ Congress, 
Amsterdam, July, 1926, by 


Sin WILLIAM PLENDER, Barrt., G.B.E., F.C.A. 


Sir Arrour Wuiwney, K.B.E., President of the Institute 
of Chartered Accountants, one of the Presidency Committee 
of the Congress, occupied the chair at this session. 


Sir Wrtu1aM said: The subject upon which I have been 
asked to address you at this Conference is comprehensive in 
scopeand character. The duties undertaken by the professional 
accountant in Great Britain to-day cover a wide field and are 
of varied nature, but it is true to say that to a very 
considerable extent the result of the accountant’s work is 
embodied, and finds its expression, in the form of a report 
or certificate. Indeed, if any evidence were required of the 
extent to which the investing public and business community 
associate the accountant’s duties with his report or certificate, 
it is to be found in the frequent use and acceptance of the 
phrase ‘‘the accountant’s certificate,” as indicating the 
bond fides of figures which the accountant has reported upon 
or certified, or in respect of which his investigation and 
confirmation are desired. 

A clear conception by accountants of their duties and 
responsibilities in connection with certificates issued by them 
is thus of vital importance. An exhaustive treatise dealing 
with the matter in ali its aspects would occupy much more 
time than has been allotted to me and occupy more space 
in your transactions than can be spared; neither do I 
imagine you would wish me to enter upon a detailed 
dissertation on the many and varied circumstances leading up 
to the issue of certificates. I therefore propose in my remarks 
to deal with the subject broadly and in general outline in such 
& manner as to indicate the fundamental principles which 
every accountant should bear in mind when called upon in 


‘the exercise of his professional duties to prepare and attach 


his signature to a certificate. 

In Great Britain the profession of an accountant.is not 
exercisable under any legal enactment, and the accountant 
has therefore no legal status in the same way as a lawyer. 
So far as I know, no country has accorded the profession 
legislative sanction as such. The practice of the profession 
of an accountant by members of recognised bodies with 
disciplinary powers has, however, long been accepted and 
regarded in Great Britain by the Courts and the business 
community as one of high standing and responsibility. 
Neither do the duties or responsibilities of accountants 
as such form the subject of any Act of Parliament. 
It has, however, become necessary from time to time 
for the Courts to consider the question of the duties 
and responsibilities of accountants, and the judgments 
given in cases which have been adjudicated upon are 
available as a source of information and guidance. But 
whilst the accountant must have regard, for his own 
protection, to the legal aspect of his duties and respon- 
sibilities, no such limitation should be permitted to lessen 
the duty prescribed by a code of professional honour which 
he owes not only to his client but to the public, to the 
profession and to his own reputation. And perhaps in no 
other circumstances is a due sense of this moral duty and 
responsibilty required in such high degree as when the 
accountant is engaged in framing a certificate. 


Having thus briefly defined the sense in which I speak 
of the accountant, it is necessary to consider the various 
forms of certificates which accountants are called upon to 
give. Broadly, these certificates may be said to fall under 
two heads, namely: 

(a) Those given in accordance with statutory 
requirements; and 
(b) Other certificates. 


The former in the main comprise certificates or reports 
by accountants as auditors of public and other companies. 
Amongst the latter-may be cited those given in connection 
with— 


(1) Raising share and debenture capital by means of 3 


a prospectus or otherwise. 

(2) Absorption or amalgamation of companies or firms. 

(3) Trade agreements between groups of companies 
for sharing profits or losses upon a specified basis. 

(4) Determination of profits available for defined 
purposes such as sums payable to different classes of 
share or debenture holders; management commission ; 
profit sharing schemes, &c. 

(5) Expenditure upon contracts. 

(6) ‘‘ Fair value” of shares under terms of Articles 
of Association and valuation of shares for purpose of 
assessment to death duties. 

(7) Ascertainment of relative shares of capital and 
labour in profits of an industry under joint agreement. 


The instances I have noted by way of example, whilst 
including some of the more important circumstances in 
which certificates are frequently given, are by no means 
exhaustive. Other illustrations could be furnished, but it 
seems unnecessary for my present purpose to add to the list. 


Whilst the same standard of duty and conduct should 
be observed, and the highest degree of proficiency exercised 
in the preparation of all certificates, the measure of the 
accountant’s responsibility varies considerably and is 
dependent upon a combination of factors and circumstances. 
As exemplifying cases to which the heaviest responsibility 
attaches, I propose in this paper to consider and deal with 
two classes of certificates well known to the general public 
in Great Britain, namely, certificates given by the accountant 
qua auditor in fulfilment of statutory requirements under 
the Companies (Consolidation) Act, 1908, and certificates 
appearing in prospectuses inviting public subscription to 
issues of share and debenture capital. And as both these 
certificates have relation to the affairs of joint stock 


companies it may not be inappropriate at this stage if I 


refer briefly to the radical change which has taken place 
during the last fifty years in the financial structure of 
industry. 


This transformation is chiefly apparent in the aggregation 
and transference of immense amounts of capital from the 
hands of individuals to joint stock undertakings administered 
under boards of directors. The following figures extracted 
from the last published return of the British Board of Trade, 


dealing with the affairs of limited liability companies in~ 


Great Britain, show the rapid development and expansion of 
joint stock enterprise :— 


Number of Limited ‘ ‘ 
Year. Liability Companies. Total paid up Share Capital. 


1885... 8,924 - £482,000,000 
1895 .. 18,607 oe _ £1,037,000,000 
1905 .. 38,317 ee £1,912,000,000 
1915 .. 63,969 oe £2,606,000,000 
1924 .. 90,918 . £4,356 ,000,000 
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The figures quoted are exclusive of capital—running into 
many hundreds of millions of pounds—embarked in what are 
known as Parliamentary or statutory companies incorporated 
under special Acts of Parliament, mainly of a public utility 
character such as railways, canals and gas and water 
undertakings. No official statistics are available of the 
aggregate amount of debenture capital raised and employed 
by joint stock companies or of the accumulations of 
undistributed profits retained as free reserves or otherwise, 
but the combined amount thereof must be very considerable. 
And apart from permanent share capital, free reserves and 
debenture capital—either irredeemable or of fixed maturity— 
financial obligatiors to creditors are contracted in the 
ordinary course of trade in respect of which vast sums are 
owing at any given date. These facts sufficiently indicate 
the importance of the financial interests of shareholders 
and creditors and the responsibilities involved in the 
administration of joint stock enterprises. The part played 
by the accountant in the capacity of auditor and expert 
financial adviser has materially contributed to the growth 
and present standing of the profession as carried on to-day 
in Great Britain, and the position the accountant has thus 
attained in the public confidence, whilst enhancing his 
authority, has also widened his responsibilities. 

Compulsory audit of the accounts of limited companies— 
other than banks—was not imposed by the legislature until 
the year 1900, but the appointment of auditors under a 
company’s own regulations (Articles of Association) was 
customary and regarded as an essential safeguard by the 
majority of reputable public companies before that date. 
The statutory obligation requiring the appointment of auditors 
in the case of all registered companies was first contained in 
the Companies Act, 1900, and the duties of the auditor were 
therein laid down in the following terms :— 

‘*Every auditor of a company shall have a right of 
access at all times to the books and accounts and 
vouchers of the company, and shall be entitled to require 
from the directors and officers of the company such 
information and explanation as may be necessary for the 
performance of the duties of the auditors; and the 
auditors shall sign a certificate at the foot of the balance- 
sheet, stating whether or not all their requirements as 
auditors have been complied with, and shall make a 
report to the shareholders on the accounts examined by 
them, and on every balance-sheet laid before the company 

‘in general meeting during their tenure of office, and in 
every such report shall state whether in their opinion the 
balance-sheet referred to in the repo: t is properly drawn 
up so as to exhibit a true and correct view of the state 
of the company’s affairs as shown by the books of the 
company, and such report shall be read before the 
company in general meeting.” 


In practice the certificate and report of the auditor became 
merged and, subject to reservations and enlargements as 
circumstances required or justified, usually appeared as one 
document at the foot of the balance-sheet in the following 
general terms :— 

‘*In accordance with the provisions of the Companies 
Act, 1900, I certify that all my requirements as auditor 
have been complied with, and I report to the shareholders 
that I have audited the books of the company, and in my 
opinion the balance-sheet is properly drawn up so as to 
exhibit a true and correct view of the state of the 
company’s affairs as shown by the books of the company.”’ 


The distinction between the auditor’s ‘‘ certificate” and 
‘*report’’ thus became more apparent than real; and although 
in the section of the Companies (Consolidation) Act, 1908, 


which now governs the duties of auditors, the word 
“ certificate’’ has entirely disappeared and the auditor’s 
report alone is mentioned, the habit previously acquired of 
referring to the auditor’s certificate still largely obtains. 

The statutory rights and duties of auditors of limited 
companies are now embodied in the Companies (Consolidation) 
Act, 1908—an Act, as its title implies, consolidating and 
codifying previous legislation—as under :— 

‘*113.—(1) Every auditor of a company shall have a right 
of access at all times to the books and accounts and vouchers 
of the company, and shall be entitled to require from the 
directors and officers of the company such information and 
explanation as may be necessary for the performance of the 
duties of the auditors. 

‘* (2) The auditors shall make a report to the shareholders 
on the accounts examined by them, and on every balance- 
sheet laid before the company in general meeting during their 
tenure of office, and the report shall state — 

(a) whether or not they have obtained all the 
information and explanations they have required ; 
and 
whether, in their opinion, the balance-sheet referred 
to in the report is properly drawn up so as to exhibit 
a true and correct view of the state of the company’s 
affairs according to the best of their information and 
the explanations given to them, and as shown by 
the books of the company. 

(3) . . . . the auditors’ report shall be attached to the 
balance-sheet, or there shall be inserted at the foot of the 
balance-sheet a reference to the report, and the report shall be 
read before the company in general meeting, and shall be open 
to inspection by any shareholder.”’ 

It is the exception, rather than the rule, for the auditor’s 
report to constitute a separate document apart from that 
appended to the balance-sheet, and the form in which the 
report is most frequently framed follows closely the wording of 
the Act. When the auditor is satisfied as a result of his 
examination that there are no exceptional or special cireum- 
stances to which the attention of the shareholders need be 
directed, he gives an unqualified report usually in the 
following terms :— 

‘*T have audited the above balance-sheet and have 
obtained all the information and explanations I have 
required. In my opinion such balance-sheet is properly 
drawn up so as to exhibit a true and correct view of the 
state of the company’s affairs according to the best of 
my information and the explanations given to me and 
as shown by the books of the company.” 

No attempt has been made in the Act—nor indeed would it 
be possible in the varying circumstances and conditions under 
which business is carried on—to define even in general terms 
the extent or limits of the auditor’s duty. The legislature 
has placed at the disposal of the auditor ample and adequate 
means of inquiry to supplement the direct evidence afforded 
by the books and accounts and has not restricted in any way 
the scope of his report. It is thus left to the auditor himself, 
with his professional training and experience, to determine 
both the extent of his examination and the nature of his 
report by reference to the necessities of each particular case. 
The general principles which, according to legal interpretation, 
the auditor should bear in mind and follow, have been 
enumerated with great distinctness by the British Courts in 
three well known and familiar cases in which auditors were 
accused of neglect in the performance of their duties, and the 
judgments delivered may be summarised thus :— 

(a) An auditor is guilty of misfeasance (that is breach of 
duty) who, when dissatisfied with the accounts of a company, 
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does not plainly draw attention to the grounds for his 
dissatisfaction in his report (the case of the London & General 
Bank, Limited). 


-(b) An auditor is not guilty of breach of duty who, in the 
absence of suspicious circumstances, relies upon statements 
made by trusted officers of a‘company (the case of the Kingston 
Cotton Mill Company, Limited). 


(c) An auditor is liable if falsification in the accounts of a 
company might have been discovered by the exercise of 
reasonable care and skill (the case of the Irish Woollen 
Company, Limited, v. Tyson and Others). 


Widely as individual circumstances may differ in practice, 
the measure of the auditor’s legal responsibility in connection 
with his certificate may be said to rest upon the practical 
interpretation of these three decisions. I therefore propose 
to examine the principles applied by the Court in determining 
whether an auditor has properly fulfilled his statutory duties. 


The development of the office of auditor is a natural 
corollary to the expansion of joint stock enterprise, and 
although he is appointed by and reports to the shareholders 
as a body, the nature and object of the office involve in special 
degree a duty to the shareholders concerned solely as investors 
as distinct from shareholders engaged in the management 
and direction, i.e., directors. This distinction has been 
recognised judicially in the following words: P 

‘* Possibly he” (the auditor) ‘‘ did not realise the extent 
of his duty to the shareholders, as distinguished from the 
directors, and he unfortunately consented to leave the 
chairman to explain the true state of the company to 
the shareholders instead of doing so himself. . . . It 
is impossible to read . . the Companies Act ... 
without being struck with the importance of the 
enactment that the auditors are to be appointed by the 
shareholders, and are to report to them directly, and 
not to or through the directors. The object of this 
enactment is obvious. It evidently is to secure to the 
shareholders independent and reliable information 
respecting the true financial position of the company at 
the time of the audit’’ (re London and General Bank, 
Limited). 

The object of the audit is thus defined in judicial language, 
and the view expressed may be regarded as an adequate and 
clear interpretation of the intention underlying the statutory 
requirements. These requirements involve two essential 
and inter-dependent assumptions. First, the exercise of 
independent judgment as conveyed by the words ‘‘in my 
opinion,” and, secondly, the possession of a high degree of 
professional skill and ability in ascertaining the facts justifying 
the opinion expressed that the balance-sheet is properly drawn 
up so as to exhibit a true and correct view of the state of the 
company’s affairs according to the best of the information and 
explanations given to the auditor and as shown by the books 
of the company. As will be seen hereafter, the protection 
afforded to the auditor by the use of the phrases ‘‘in my 
opinion ’’ and ‘‘ according to the best of my information and 
the explanations given to me and as shown by the books 
of the company,” is dependent upon his own professional 
efficiency and the extent of his examination and inquiries. 
Nor would it be in the best interests of the profession to avoid 
responsibility - either legal or moral—by attaching a too literal 
meaning to the words I have quoted. 

As exemplifying the scope and limits in law of the auditor’s 
duties and responsibilities, the Judges have laid down the 
following dicta, which for convenience I have arranged under 
four headings :— 

(1) The general nature of the auditor's duties; 


_ (2) The scope of the auditor’s investigation and 
inquiries ; 

(3) Limitations of the auditor’s responsibilities ; 

(4) Considerations affecting the auditor’s report. 

I am led to give in some detail the views of British Judges 
which bear on an auditor's duties and responsibilities as my 
audience here may not be so familiar with them as would be 
the case with an audience exclusively British. But their 
value is to no small extent international. 


(1) Tae Generat Nature or THE Avuprtor’s Durtss. 

‘*His business is to ascertain and state the true financial 
position of the company at the time of the audit, and his 
duty is confined to that. But then comes the question: How 
is he to ascertain that position? The answer is: By examining 
the books of the company. But he does not discharge his 
duty by doing this without inquiry, and without taking any 
trouble to see that the books of the company themselves show 
the company’s true position. He must take reasonable care 
to ascertain that they do. Unless he does this his audit 
would be worse than an idle farce. . . . His first duty is to 
examine the books, not merely for the purpose of ascertaining 
what they do show but also for the purpose of satisfying 
himself that they show the true financial position of the 
company” (re London and General Bank, Limited). 

‘« The words ‘as shown by the books of the company’ seem 
to me to be introduced to relieve the auditors from any 
responsibility as to the affairs of the company kept out of 
the books and concealed from them, but not to confine it to 
a mere statement of the correspondence of the balance-sheet 
with the entries in the books”’ (re London and General Bank, 
Limited). 

‘‘ Auditors of a limited company are bound to know or make 
themselves acquainted with their duties under the Articles of 
the company whose accounts they are appointed to audit, and 
under the Companies Acts for the time being in force’’ (re 
Republic of Bolivia Exploration Syndicate, Limited). 

“That it is the duty of a company’s auditor in general to 
satisfy himself that the securities of the company in fact 
exist and are in safe custody, cannot, I think, be gainsaid. 

. An auditor is not, in my judgment, ever justified in 
omitting to make personal inspection of securities that are 
in the custody of a person or company with whom it is not 
proper that they should be left. . . . The duty of the auditor 
is to verify the facts which it is proposed to state in the 
balance-sheet, and in doing so to use reasonable and ordinary 
skill’’ (re City Equitable Fire Insurance Company, Limited). 


(2) Tue Scope or tHe AvprTor’s INVESTIGATION AND. 
INQUIRIES. 

‘‘An auditor, however, is not bound to do more than 
exercise reasonable care and skill in making inquiries and 
investigations. . . . What is reasonable care in any particular 
case must depend upon the circumstances of that case. Where 
there is nothing to excite suspicion very little inquiry will be 
reasonably sufficient ; and in practice I believe business men 
select-a few cases haphazard, see that they are right and 


assume that others like them are correct also. When suspicion 


is aroused more care is obviously necessary; but still, 
an auditor is not bound to exercise more than reasonable 
care and skill even in a case of suspicion’’ (re London and 
General Bank, Limited). 


‘* An auditor is not bound to be a detective or . . . to 
approach his work with suspicion or with a foregone con- 
clusion that there is something wrong. He is a watchdog but 
not a bloodhound. He is justified in believing tried servants 
of the company in whom confidence is placed by the company. 
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He is entitled to assume that they are honest and to rely upon 
their representations provided he takes reasonable care. If 
there is anything calculated to excite suspicion he should probe 
it to the bottom, but in the absence of anything of that kind he 
is only bound to be reasonably cautious and careful. The 
duties of auditors must not be rendered too onerous. Their 
work is responsible and laborious and the remuneration 
moderate’’ (re Kingston Cotton Mill Company, Limited). 


‘The duty of an auditor is verification and not detection 
it is for the auditor to use his discretion and his 
judgment and his discrimination as to whom he shall trust; 
indeed, that is the right way to put a greater responsibility on 
the auditors. I throw a burden upon him in respect 
of which the test of common sense and business habits can be 
applied rather than impose on him a rigid rule which is not 
based on any principle either of business or common sense. 
x In my opinion it would not be right that auditors 
should deliberately adopt a standard of verification below the 
ordinary standard because the persons with whom they are 
dealing are persons of specially high reputation” (re City 
Equitable Fire Insurance Company, Limited). 


‘The auditor cannot shelter himself from any breach of 
duty under the neglect of the directors; he is there to do his 
duty to the company ” (London Oil Storage Company, Limited, 
v. Seear Hasluck & Co.). 


(3) Limrrations oF THE AuDITOR’s RESPONSIBILITIES. 

‘Tt is no part of an auditor’s duty to give advice either to 
directors or shareholders as to what they ought todo. An 
auditor has nothing to do with the prudence or imprudence of 
making loans with or without security. It is nothing to him 
whether the business of a company is being conducted 
prudently or imprudently, profitably or unprofitably; it is 
nothing to him whether dividends are properly or improperly 
declared provided he discharges his own duty to the share- 
holders. . . . He is not an insurer; he does not guarantee 
that the books do correctly show the true position of a 
company’s affairs; he does not even guarantee that his 
balance-sheet is accurate according to the books of the 
company. If he did he would be responsible for an error on 
his part even if he were himself deceived, without any want 
of reasonable care on his part—say by the fraudulent con- 
cealment ofa book from him. His obligation is not so onerous 
as this. He is perfectly justified in acting on the opinion of 
an expert where special knowledge is required ”’ (re London and 
General Bank, Limited). 


“It is no part of an auditor’s duty to take stock. 

He must rely on other people for details of the stock-in-trade 
on hand. Auditors must not be made liable for not tracking 
out ingenious and carefully laid schemes of fraud when there 
is nothing to arouse their suspicion and when those frauds are 
perpetrated by tried servants of the company and are 
undetected for years by the directors. So to hold would make 
the position of an auditor intolerable’’ (re Kingston Cotton 
Mill Company, Limited). 


(4) ConsIpERATIONS AFFECTING THE AvupDITOR’s Report. + 

‘“‘He must be honest—that is, he must not certify what he 
does not believe to be true, and he must take reasonable care 
and skill before he believes that what he certifies is true. 
° A person whose duty it is to convey information to 
others does not discharge that duty by simply giving them so 
much information as is calculated to induce them or some of 
them to askfor more. Information and means of information 
are by no means equivalent terms. An auditor who gives 
shareholders means of information instead of information 
respecting a company’s financial position does so at his peril 


and runs the very serious risk of being held judicially to have 
failed to discharge his duty. Still there may be circumstances 
under which information given in the shape of a printed 
document circulated amongst a large body of shareholders 
would, by its consequent publicity, be very injurious to their 
interests, and in such a case I am not prepared to say that an 
auditor would fail to discharge his duty if, instead of publish- 
ing his report in such a way as to ensure publicity, he made a 
confidential report to the shareholders and invited their 
attention to it and told them where they could see it (re 
London and General Bank, Limited). 


“In reporting upon the accounts submitted to them the 
auditors do not, of course, report as to the details of accounts 
to which they find no cause to take exception. Their duty is 
to call attention to that which is wrong, not to condescend 
upon all the details of that which is right. . . . Those 
who are engaged in commerce are familiar with the fact that 
undue publicity as regards the details of their trade or as to 
their financial arrangements may often be very injurious 
to traders having regard to the rivalry of competitors in trade, 
to complications sometimes arising from strained relations 
between capital and labour and the like. Thereare legitimate 
reasons for ensuring secrecy to a proper extent. It is not, I 
think, necessary, nor having regard to the great utility of these 
Acts, is it desirable to expose persons who trade under 
these Acts to the necessities of a publicity from which their 
competitors are free unless such publicity is required to ensure 
commercial integrity’’ (Newton v. Birmingham Small Arms 
Company, Limited). 


‘* When it is shown that audited balance-sheets do not show 
the true financial condition of the company and that damage 
has resulted the onus is on the auditors to show that this is 
not the result of any breach of duty on their part” (re 
Republic of Bolivia Exploration Syndicate, Limited). 


That the practical application-.of these principles is fre- 
quently a task of great difficulty is self-evident from the 
language used, and recognition of this fact has been expressed 
by the Courts in more than one case, as the following extracts 
taken from the remarks of the Judges will show :-— 

‘*It is quite easy to lay down to you in general terms 
what the duty of an auditor is; it is very much more 
difficult . . . to apply that duty to the particular 
case’’ (London Oil Storage Company, Limited, y. Seear, 
Hasluch & Co.). 

‘*They (the auditors) had to exhibit a standard of 
professional skill, and if they did not come up to that 
standard that was forthe Judgeorjury . . . tosay 
and that was always a difficult matter to try” (drthur 
E. Green & Co. v. The Central Advance and Discount 
Corporation, Limited). 


A dishonest auditor renders himself liable to prosecution 
under criminal law for wilfully making a statement knowing 
it to be false in any material particular. Proceedings may 
be brought against him: 

(a) Under sect. 281 of the Companies (Consolidation) Act, 
1908, which reads :— 

“If any person in any return, report, certificate, 
balance-sheet, or other document, required by or for the 
purposes of any of the provisions of this Act specified in 
the Fifth Schedule hereto, wilfully makes a statement 
false in any material particular knowing it to be false, he 
shall be guilty of a misdemeanour, and shall be liable on 
conviction on indictment to imprisonment for a term not 
exceeding two years, with or without hard labour, and on 
summary conviction to imprisonment for a term not 
exceeding four months, with or without hard labour, and 
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in either case to a fine in lieu of or in addition to sueh 
imprisonment as aforesaid : 

‘Provided that the fine imposed on summary conviction 
shall not exceed £100.” 


(6) Under sect. 84 of the Larceny Act, 1861, which 
enacts :— 

‘¢ Whosoever, being a director, manager or public 
officer of any body corporate or public company, shall 
make, circulate or publish, or concur in making, 
circulating, or publishing, any written statement or 
account which he shall know to be false in any material 
particular, with intent to deceive or defraud any member, 
shareholder, or creditor of such body corporate or public 
company, or with intent to induce any person to become 
a shareholder or partner therein, or to entrust or advance 
any property to such body corporate or public company 
or to enter into any security for the benefit thereof, shall 
be guilty of a misdemeanour, and being convicted thereof 
shall be liable at the discretion of the Court to any of the 
punishments which the Court may award as hereinbefore 
last mentioned.” 


In this paper, however, I am-concerned only with the 
penalties to which the auditor is exposed in civil proceedings 
by reason of errors of omission or commission amounting to 
breach of duty on his part. Such proceedings may be brought 
(1) under common law on the ground of negligence for which 
every agent is liable through lack of reasonable care or 
diligence, or (2) when a company is being wound up by way of 
misfeasance summons, under sect. 215 of the Companies 
(Consolidation) Act, 1908, which enacts :— 


“(1) Where in the course of winding up a company it 
appears that any person who has taken part in the formation 
or promotion of the company, or any past or present director, 
manager or liquidator, or any officer of the company has 
misapplied or retained or become liable or accountable for any 
money or property of the company, or been guilty of any 
misfeasance or breach of trust in relation to the company the 
Court may, on the application of the Official Receiver, or of 
the liquidator, or of any creditor or contributory, examine 
_ into the conduct of the promoter, director, manager, liquidator, 
or officer and compel him to repay or restore the money or 
property or any part thereof respectively with interest at such 
rate as the Court thinks just or to contribute such sum to the 
assets of the company by way of compensation in respect of 
the misapplication retainer, misfeasance or breach of trust as 
the Court thinks just.’’ 


‘* The section shall apply notwithstanding that the offence 
is one for which the offender may be criminally responsible.” 


It is interesting to note the views of one of the Lords of 
Appeal upon the terms of sect. 165 of the Companies Act of 
1862, which corresponds in almost precise words with the 
section of,the Act of 1908 which I have just quoted. He 
says :— 

“That section creates no new offence, and it gives no 
new rights, but only provides a summary and efficient 
remedy in respect of rights which apart from that section 
might have been vindicated either at Jaw or in equity. 
It has also been settled that the misfeasance spoken of in 
that section is not misfeasance in the abstract, but 
misfeasance in the nature of a breach of trust resulting 
in a loss to the company ”’ (Bentinck v. Fenn). 

The measure of the auditor’s responsibility under the above 
section is therefore the loss sustained by the company—direct 
or consequential—due to failure on his part to point out a 
state of affairs the disclosure of which would have either 


action or conduct or have resulted in its discovery and 
discontinuance. 

Legal proceedings brought against auditors of limited 
companies by way of misfeasance summons or otherwise have 
been comparatively few in number. In the majority of 
reported cases relating to misfeasance it has been sought to 
make the auditor liable, on the ground of breach of duty, to 
refund jointly with directors dividends alleged to have been 
wrongfully paid out of capital owing to failure on the part of 
the auditor to detect and report either the non-existence, 
misdescription or over-valuation of assets or the omission of 
liabilities, disclosure of which would have shown that profits 
were not available for distribution. Having regard to the 
fundamental basis of limited liability it would seem equitable 
that the auditor ought not to be called upon solely on the 
ground of payment of a dividend, to implement assets in the 
hands of a liquidator, except to the extent required to meet 
claims of creditors (and possibly to indemnify holders of after 
acquired shares) bearing in mind the fact that the then existing 
shareholders themselves received the dividend in question. 
Such a limitation of the auditor’s liability does not, however, 
appear to be regarded by the Court as a defence available to 
the auditor; when, however, the shareholders who received 
the dividends knew at the time that they were improperly 
paid, the auditor, apparently, hasa right of recovery from them. 
Tne extent of the auditor’s liability in the circumstances 
mentioned is not, however, necessarily limited by the amount 
dis»ursed in dividends. He may be held accountable for loss 
or damage suffered by the company resulting from the 
cumulative effect or repetition of initial wrongs or errors for 
which he was originally in no way responsible, but which he 
failed to bring to the notice of the shareholders. 


Having regard to the decisions of the Courts which I have 
attempted to summarise, the auditor cannot, I think, complain 
thet they place too heavy a burden upon him. The legal 
standard of duty expected is high, but not too exacting having 
regard to the professional status which practising accountants 
have attained. It is true to say that the reputation enjoyed 
by the professional accountant does not rest upon his 
adherence to legal principles, however important; it is 
mainly by reason of the accountant’s regard for his much 
wider moral duty and responsibility that he enjoys the 
confidence of the business community and the public 
generally. The mere observance of legal requirements may 
develop into a formality and render easy the evasion of respon- 
sibility upon technical grounds. No such limitation of our 
responsibilities should be permitted to influence the conduct 
of our professional business. 


Although the auditor is responsible primarily to the share- 
holders, yet in the light of modern company development a 
somewhat wider view should, I think, be taken by the auditor 
himself. He should remember that balance-sheets of public 
companies are, for practical purposes, public documents: 
they are studied by the Stock Exchange and the prospective 
investor when forming an opinion as to the value of the share 
and debenture capital; they ave made available to traders as 
an indication of financial stability and they are used by the 
companies themselves when raising bank loans and making 
other financial arrangements. Bearing in mind the variety 
of purposes for which an audited balance-sheet may be used, 
the auditor should refrain from taking too narrow a view of 
his responsibilities, and his object should be not merely 
to shield himself from legal consequences, but to realise and 
accept as the basis of his duty the more important moral 
responsibilities which the position involves. 


It is not the duty of the auditor to prepare the balance- 


prevented the initiation of a wrongful or mistaken course of 


sheet: that is the responsibility of the directors assisted by 
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the officials of the company. The auditor is concerned to see 
that the shareholders are given a true and correct view of the 
state of the company’s affairs and the sole medium of his 
communication with the shareholders is his report. He is not 
accountable to individual shareholders or groups or classes 
of shareholders, but to the shareholders as a body. Primarily, 
the shareholders look to the directors for information as to the 
financial position of the company, and rely upon the auditor 
to point out in what way the balance-sheet may fail to reflect 
a true and correct view of the state of the company’s affairs. 
Hence qualifications in the auditor’s report are apt to be 
regarded with disfavour by directors and with suspicion by 
shareholders. In practice, therefore, the auditor may be able 
to exercise considerable influence—by advice or persuasion— 
over directors in regard to the form in which accounts are 
presented to the shareholders. 

Every balance-sheet is a summation of facts and opinions. 
It should represent what, in the judgment of the directors, is 
a fair statement of the financial position of the company, 
having regard to tlie object for which it was formed and to the 
existing circumstances and future maintenance of its business. 
It should be drawn up in such a manner as to afford share- 
holders an adequate means of ascertaining, by perusal 
and inquiry, the value of their interests without disclosing 
information likely to cause loss or injury to the business. It 
is the province of the auditor to apply his trained mind toa 
critical examination of the balance-sheet with a view to seeing 
whether, in his opinion, it substantially fulfils these conditions. 
He is not required to certify to an exact state of affairs, but 
he must be satisfied, in the light of the evidence available to 
him, that the balance-sheet is properly drawn up in accordance 
with customary usage. 

The auditor will naturally be largely guided in the opinions 
he forms by the proved ability and character of the directors 
and officials entrusted with the management and conduct of 
the company’s affairs; more particularly must he rely upon 
them in connection with matters involving expert and 
specialised knowledge of the industry concerned which he 
himself cannot reasonably be expected to possess. In the 
main, however, the financial problems of every business are 
much the same and differ only in degree, and in considering 
such questions the auditor is able to bring to bear a mind 
capable of impartial and expert judgment and discrimination. 

The duties of the auditor, as laid down by statute, may 
conveniently be summarised in two words—verification and 
report. He has first to examine the books and obtain 
information and explanations ; thereafter he has to submit a 
report setting forth the conclusions at which he has arrived 
as the result of his investigations and inquiries. The first 
stage of his duty concerns the ascertainment of facts; the 
second stage necessitates the expression of an opinion based 
upon the exercise of independent judgment. 

Now, in regard to the former, it may be said, subject always 
to exceptional circumstances, that there are certain facts 
which an auditor is bound to verify independently, viz: 

(1) The existence of such of the physical assets as are 
capable of verification by inspection or trustworthy 
contirmation from sources other than the company’s 
officials. Such assets would include cash in hand, 
investments, bills receivable, freehold and leasehold 
property, security held against advances and the like. 

(2) The amounts of balances owing by or to the 
company’s bankers, and other debts and liabilities of 
exceptional character not arising from normal trading 
operations. 

The auditor must, generally speaking, satisfy himself as to 
the existence of other assets, if any, and the extent of the 


liabilities by the evidence of the books and records verified as 
far as necessary or practicable, having regard to the volume 
of the business and its internal organisation, and supplemented 
by information and explanations obtained from the company’s 
officials. And in this connection it may be noted that the 
practical application of scientific accountancy to all classes of 
business has largely minimised the risks of fraud by means 
of defalcation and embezzlement. 


Any inability on the part of the auditor so to verify the 
existence of assets or any doubts he may entertain as to the 
omission of liabilities and commitments should be clearly stated 
in his report. Instances are common of companies whore 
operations abroad render it impossible for the auditor himself 
to examine accounts kept locally, and in such caces reliance 
must to a considerable extent be placed upon returns either 
audited locally or certified by the officials in charge. The fact 
that the balance-sheet incorporates accounts not under the 
immediate purview of the auditor should be specifically 
referred to by the auditor in his report. I do not propose 
to enlarge upon these basic principles except to say that 
responsibility cannot be evaded by self-imposed limitation of 
duty which the circumstances do not warrant even if the 
auditor reports the extent to which he has restricted his 
examination. His duties are statutory. 


Having satisfied himself as to the correctness of the 
transactions recorded in the books and the existence of 
the assets, the auditor has to consider whether the balance- 
sheet submitted to him by the directors is presented in such 
a form as will justify him in reporting thereon in the words of 
the statute without qualification or supplemental observations. 
The legislature has rightly considered the conduct of private 
enterprise to be the concern of business men, and has 
refrained from undue interference in matters of domestic 
policy affecting sharcholders as a body. The form and 
contents of the annual balance-sheet and accounts presented 
to the shareholders by the directors are not prescribed by law 
except in certain cases (e.g., life assurance companies, building 
societies, railways and other public utility undertakings 
governed by special Acts of Parliament) where the nature of 
the business and privileges enjoyed are such that special 
financial information is necessary in the public interest. 
Apart from these exceptional instances, the question of the 
information to be disclosed by the balance-sheet and the form 
in which it is submitted to the shareholders are, except to the 
extent that the directors may be bound to comply with any 
directions duly given by the company in general meeting 
matters within the sole discretion of the directors subject to 
any regulations contained in the Articies of Association. 
In the words of Lord Justice Lindley, “it has been very 
judiciously and properly left to the commercial world to 
settle how the accounts were to be kept.’’ The directors alone 
are responsible for the administration of the company’s affairs 
and are accountable to the shareholders for their acts. 


Undoubtedly there has been a growing tendency during 
the past few years to curtail—in some cases unreasonably—the 
information afforded to shareholders. The remedy is in the 
hands of the shareholders themselves. The auditor has no 
power to insist upon a fuller disclosure of details by directors, 
and yet, unless the balance-sheet be in his opinion actually 
misleading, he cannot well report that it is not properly 
drawn up so as to exhibit a true and correct view of the state 
of the company’s affairs. So to do would be to confuse 
his duties and responsibilities with those of the directors. 
The auditor should be careful to distinguish between what may 
appear to him to be desirable as opposed to what is essential, 
remembering that a mistaken view of his duties might be the 
cause of embarrassment and loss to the shareholders, whose 
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interest he is appointed to protect. When, however, the| of business which are not altogether familiar to a Court 


auditor is not satisfied that the balance-sheet discloses a true 
and correct view of the state of the company’s affairs, and 
considers that it is incorrect or misleading, he should convey 
his views in clear and unambiguous terms to the shareholders. 


The auditor should have a clear conception of the attitude 
he should take up in regard to the values placed upon the 
various assets. Whilst he is not a valuer in the ordinary 
sense of the word and cannot be expected to place values upon 
fixed assets, such as land, buildings and plant—indeed such 
assets are not, in the ordinary way, revalued for balance-sheet 
purposes—yet he can generally obtain sufficient information 
to enable him to form an opinion as to the adequacy of the 
provisions for the amortisation of the book values of wasting 
assets. If he is not satisfied on this point it might be his 
duty, but only after reviewing the whole circumstances, to 
make a qualification in his report. In regard to many liquid 
assets, however, he should be able to form, and if necessary 
express, a view as to the values adopted in the balance-sh et. 
Otherwise the opinion he is required to give as to whether the 
balance-sheet exhibits a true and correct view of the state of 
the company’s affairs will be of little or no value to the 
shareholders. Qualifications in auditors’ reports largely arise 
in connection with values placed upon the assets by the 
directors, and in this connection it is of the utmost importance 
to appreciate the bearing which such valuations have upon the 
financial position of the company as disclosed and the profits 
shown as available for dividend. 


In Great Britain, the auditor is confronted with a series 
of somewhat involved legal decisions given as a result of 
applications to the Courts to determine to what extent it is 
necessary for the share capital of companies to be preserved 
intact as an essential condition to be fulfilled before a dividend 
can be paid. Each case necessarily has reference to the 
specific facts and circumstances before the Court and in 
particular to the company’s own domestic regulations so far 
as such regulations are not inconsistent with the statute; the 
decisions, therefore, cannot be regarded as laying down any 
unalterable or fixed rules which should be slavishly followed. 
In the words of the Lord Chancellor (Lord Halsbury) in the 
case of Dovey v. Cory:— _— _ 

‘*The mode and manner in which a business is carried on, 
and what is usual or the reverse, may have considerable 
influence in determining the question what may be treated as 
profits and what as capital. It is easy to lay down 
as an abstract proposition that you must not pay dividends 
out of capital, but the application of that very plain proposition 
may raise questions of the utmost difficulty in their solution. 
I desire, as I have said, not to express any opinion, but as an 
illustration of what difficulties may arise the example given by 
the learned counsel of one ship being lost out of a considerable 
number, and the question whether all dividends must be 
stopped until the value of that lost ship is made good out of 
the further earnings of the company or partnership, is one 
which one would have to deal with. On the one hand, people 
put their money into a trading concern to give them an income, 
and the sudden stoppage of all dividends would send down 
the value of their shares to zero and possibly involve its ruin- 
On the other hand, companies cannot at their will and without 
the precautions enforced by the statute reduce their capital ; 
but what are profits and what is capital may be a difficult and 
sometimes an almost impossible problem to solve. When the 
time comes that these questions come before us in a concrete 
case we must deal with them, but until they do I, for one, 
decline to express an opinion not called for by the particular 
facts before us, and I am the more averse to doing so because 


of Law.”’ 

In the same case, Lord Macnaghten said :-— 

‘*I do not think it desirable for any tribunal to do that 
which Parliament has abstained from doing—that is, to 
formulate precise rules for the guidance or embarrassment of 
business men in the conduct of business affairs. There never 
has been, and I think there never will be, much difficulty in 
dealing with any particular case on its own facts and 
circumstances, and speaking for myself I rather doubt the 
wisdom of attempting to do more.”’ 


Nevertheless, observations made by Judges in summing up 
evidence and facts before them in specific cases are useful and 
instructive, and enable us to contrast what may be held to be 
legally sufficient with what is regarded as financially sound 
and commercially prudent. I have extracted from the 
judgments the following passages as illustrative of the way 
in which the Courts approach these questions :— 

‘* But if the Court sees that the directors and the company 
have acted fairly and reasonably . ... the Court is very 
unwilling to interfere with the discretion exercised by directors 
who have the management of the company. . . . The Act 
does not say what expenses are to be charged to capital and 
what to revenue. Such matters are left to the shareholdeis; 
they may or may not have a sinking fund or a deterioration 
fund, and the Articles of Association may or may not contain 
regulations on those matters—if they do, the regulations 
must be observed ; if they do not, the shareholders can do as 
they like so long as they do not misapply their capital ... . 
The Companies Acts do not require the capital to be made up 
if lost . . . . I cannot find anything in them which‘precludes 
payment of dividends so long as the assets are of less value 
than the original capital. . . . The Act says nothing to 
make the loss of the capital a ground for winding up . . . . 
‘* The proposition that it is ultra vires to pay dividend out 
of capital is very apt to mislead, and must not be understood 
in such a way as to prohibit honest trading. If you treat it 
as an abstract proposition, that no dividend can be properly 
paid out of moneys arising from the sale of property bought 
by capital you find yourself landed in consequences which 
the common sense of mankind would shrink from accepting. 
On the other hand if the working expenses exceed the current 
gains, you cannot divide your capital under the head of profits 
when there are no profits in any sense of the term . .. . 
‘It is said . .. . that a company is not to be at liberty to 
pay a dividend unless they can show that their available 
property at the time of declaring the dividend is equivalent 
to their nominal or share capital. In my opinion, such 
a contention is untenable” (Lee v. Neuchatel Asphalte 
Company, Limited). 

‘**The broad question . . . . is whether a limited company 
which has lost part of its capital can lawfully declare or pay a 
dividend without first making good the capital which has been 
lost. I have no doubt it can—that is to say, there is no law 
which prevents it in all cases and under all circumstances. 
Such a proceeding may sometimes be very imprudent, 
but a proceeding may be perfectly legal and may yet be 
opposed to sound commercial principles . . . there is a 
vast difference between paying ‘dividends out of capital- 
and paying dividends out of other money belonging to the 
company, und which is not part of the capital mentioned 
in the company’s Memorandum of Association. The capital 
of a company is intended for use in some trade or business, 
and is necessarily exposed to risk of loss . . . if the capital 
is lost the company is under no legal obligation either to 
make it good, or, on that ground only, to wind up its affairs. 


I foresee that many matters will have to be considered by men 


If, therefore, the company has any assets which are not its 
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capital within the meaning of the Companies Acts, there is 
no law which prohibits the division of such assets among 
the shareholders There is no law which prevents 
a company from sinking its capital in the purchases or 
production of a money making property or undertaking, and 
in dividing the money annually yielded by it without 
preserving the capital sunk so as to be able to reproduce it 
intact . . . It would, in my judgment, be most inexpedient 
to lay down a hard and fast rule which would prevent a 
flourishing company either not in debt or well able to pay its 
debts from paying dividends so long as its capital sunk in 
creating the business was not represented by assets which 
would, if sold, reproduce in money the capital sunk . 
Moreover, when it is said, and said truly, that dividends are 
not to be paid out of capital, the word ‘capital’ means 
the money subscribed pursuant to the Memorandum of 
Association or what is represented by that money... . 
But, although there is nothing in the statutes requiring even 
a limited company to keep up its capital, and there is no 
prohibition against payment of dividends out of any other 
of the company’s assets, it does not follow that dividends may 
be lawfully paid out of other assets regardless of the debts 
and liabilities of the company. A dividend pre-supposes a 
profit in some shape . if the income of any year 
arises from a consumption in that year of what may be called 
circulating capital, the division of such income as dividend 
without replacing the capital consumed in producing it will be 
a payment of a dividend out of capital within the meaning of 
the prohibition which I have endeavoured to explain... ., 
the word ‘ profits’ is by no means free from ambiguity. The 
law is much more accurately expressed by saying that 
dividends cannot be paid out of capital than by saying that 
they can only be paid out of profits . . .. Perhaps the 
shortest way of expressing the distinction which I am 
endeavouring to explain is to say that fixed capital may be 
sunk and lost, and yet that the excess of current receipts 
over current payments may be divided, but that floating or 
circulating capital must be kept up, as otherwise it will enter 
into and form part of such excess, in which case to divide 
such excess without deducting the capital which forms part 
of it will be contrary to law . . . . Capital lost must not 
appear in the accounts as still existing intact; the accounts 
must show the truth and not be misleading or fraudulent” 
(Verner v. The General and Commercial Investment Trust, 
Limited). 

‘*, . . . Where a corapany has made losses in past years 
and then makes a profit out of which it pays a dividend, the 
question is a different one. Such a dividend is not paid out 
of paid up capital. If it were, the paid up capital would be 
still further reduced by the payment. In fact, the assets 
representing the paid up capital remain the same or of the same 
value as before the payment of the dividend. It-may be that 
the balance to the credit of profit and loss account ought to be 
applied in making up lost capital, and it may be that the 
directors are liable for neglecting to apply it in this way. But 
such a payment does not involve a reduction of capital, it 
involves a failure to make good capital which has already been 
lost . . . . If payment of dividends out of the balance to 
the credit of profit and loss is open to attack, it is, I think, on 
the ground (omitting any question of dishonesty) that the 
course adopted is one which is contrary to the practice which 
governs all competent business men in the keeping of their 
accounts. This is possibly another aspect of the distinction, 
on which stress has sometimes been laid, between the two 
propositions that dividends must not be paid out of capital and 
that dividends can only be paid out of profits 

“*, . . . What is a circulating capital and what is fixed 
capital is a question which in many cases may well embarrass 


the business man and the accountant, as well as the lawyer. 
According to some of the definitions the same asset may be 
fixed capital in one company and circulating capital in another 
da I am not satisfied that the proposition that it is 
contrary to all prineiples of commercial accountancy to utilise 
an increase in the value of a fixed asset for the purpose of 
getting rid of a debit which represents loss of paid up capital 
is not too wide. It may be a precept of prudence and yet be 
far removed from the sphere of the categorical imperative. 
Assuming that a company ought to keep the value of its assets 
up to the amount of the liabilities and paid up capital or, in 
other words, to see that its paid up capital is intact, why 
should it be absolutely precluded from stating the true value 
of its assets? If it is necessary or proper thata 
company shall maintain its assets at the amount of its paid up 
capital liabilities, there would not appear to be anything 
illegitimate in showing that the assets are equal to the paid up 
capital and liabilities. Nor for this purpose can it matter that 
the increased value is due to the fixed assets. The paid up 
capital is represented by both fixed and circulating capital, and 
it seems somewhat arbitrary that circulating capital may be 
shown at its true value while fixed capital must not. Take 
the case of a depreciation fund. The effect is that the value 
of the assets as shown in the account is diminished by the 
amount of the depreciation fund. Ifthe assets in fact increase 
in value to the extent of the depreciation fund, there is no rule 
which prohibits a company from wiping out the depreciation 
fund from the liabilities side of the account ° 
directors would no doubt not be justified in ascribing toa fixed 
asset a value which is the result of purely temporary fluctua- 
tions. It is one thing to treat an unrealised increase in value 
of a fixed asset as profit and to pay dividends out of it as 
profits; but it appears to me to be a different question whether 
in considering whether there is a deficiency in paid up capital 
owing to past losses, which ought to be made good out of 
future profits, the real value of the assets can be ascertained 
with the object of discovering if, in fact, there is a deficiency 
in the paid up capital 


‘The directors, no doubt, would have been better advised 
if they had obtained a revaluation from some expert valuer, 
although if one may judge by the evidence on the subject 
which I have heard, the margin of difference between the 
views of valuers on the subject is very great. But there is no 
rule of law which requires directors to obtain outside assistance 
in such matters or prevents them from valuing the property 
themselves, provided of course that they act honestly in 
doing so’’ (The Ammonia Soda Company, Limited, v. Arthur 
Chamberiain and Others). 

‘‘I proceed on a principle as old as the beginning of 
Company Law—the principle, namely, that in matters of the 
kind here in question— matters necessarily of estimate and 
opinion—a company is presumably the best judge of its own 
affairs . . . . a manufacturer requires or resolves to discard 
certain machinery and to replace it with other machinery 
more effective or more economical. Here again the sacrifice 
in the case of the old machinery is simply an item in the cost 
of the change And although it may be a prudent 
and proper thing to provide for the recurrence of such 
expenditure, and to set up a renewal fund, that is a question 
which the trader considers for himself, and one as to which 
even in the case of limited companies Courts of Law are not 
accustomed to interfere’’ (Cox v. Edinburgh and District 
Tramways Company, Limited). ; 

‘*It is necessary, however, to consider whether the 
depreciation in goodwill and leases is to be treated as loss of 
‘fixed’ capital or of ‘ floating or circulating’ capital . 


Depreciation of goodwill seems to me to be a loss of ‘ fixed’ ’ 
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capital. It closely resembles the loss which a railway 
company might be said to sustain if it were found that a line, 
which had been made, say ten years ago, at a certain cost, 
could now'be made for a very much smaller amount and 
consequently would not yield if it were sold the price expended 
in making it” (Wilmer v. M’Namara & Co., Limited). 


“. . . . the periodical ascertainment of profits in a 
business is an operation of such practical importance as to be 
essential to the safe conduct of the business itself. To follow 
out the strict consequence of the legal conception in making 
out the accounts of the year would often be very difficult in 
practice. Hence the strict meaning of the word ‘ profits’ is 
rarely observed in drawing up the accounts of firms or 
companies ” (The Spanish Prospecting Company, Limited). 

Although the Courts confine themselves to the interpretation 
and administration of the law it will be seen that practical 
considerations are not unheeded. If legal requirements are 
complied with the Judges are disinclined to interfere with or 
restrict the discretion of business men in a course of action, 
which, whilst exceeding legal requirements, may be sanctioned 
by custom and dictated by prudence. On the other hand, if 
directors prepare accounts solely on the basis of legal require- 
ments, the Court will not regard their action as blameable 
even if it be recognised that prudence should or might have 
dictated another policy. 

Assets as a rule cannot be specifically earmarked ts 
representing the share capital, neither does the expenditure 
on fixed assets necessarily correspond to the share capital 
subscribed. The proposition that floating or circulating 
assets must be kept up or be shown at their true value is, 
generally speaking, not at variance with commercial practice. 
Instances arise which give great concern to an auditor—such 
as the value of securities owned or lodged as collateral 
against loans where the securities are not quoted or it is 
extremely difficult to ascertain their immediate or ultimate 
worth, where a loan is entirely unsecured and repayment 
is not made within the period of its currency as arranged 
with the borrower, where trade debts are overdue and bills 
receivable are repeatedly renewed. No exact rules for the 
treatment of such cases can be Jaid down. The auditor must 
reach his own conclusions from the available facts, as to 
whether he is justified in giving an unqualified report if no 
adequate inner reserves exist to protect the institution in the 
event of the directors’ and management’s views as to values 
in the instances cited perhaps proving to be optimistic. 


- It is in regard to the treatment of fixed asset values that 
considerable divergence of opinion may arise between the 
legal aspect and the business conception of the balance-sheet. 
Neither has nor should have regard to break-up values; the 
function of the balance-sheet is to show the position of an 
undertaking as a going concern and not to show the probable 
result of liquidation, a fact not always appreciated by those 
who are inclined to criticise published accounts. The value 
of fixed assets such as buildings, plant, machinery, &c., 
acquired for the purpose of producing profits should not be 
regarded for balance-sheet purposes as dependent upon their 
cost of replacement or upon earning capacity. The intrinsic 
value may, for various reasons, fluctuate widely from time 
to time; the only stable and known factor, so far as the 
company is concerned, is their cost. Cost may therefore be 
said to be the correct initial basis of value; but the auditor 
must have regard to the maintenance of the fixed assets and 
provision for their ultimate renewal, and in this connection 
temporary falls in value are not by themselves ground for 
adverse report. There is no obligation upon directors to have 
assets valued by independent experts. Indeed, unless a sale 


than practical interest to attempt to estimate any variation 
in value. Any depreciation so computed could hardly be 
regarded as lost capital or capital unrepresented by assets 
provided a systematic and adequate provision for depreciation 
had been set aside; the effect of such a provision should 
go far to rectify any probable shrinkage in value and should 
adjust to appreciably their correct relationship the value of 
the fixed assets with that part of the sbare capital sunk in the 
undertaking. 


The expediency or otherwise of writing off goodwill out of 
profits and making provision against other capital expenditure 
not represented by tangible assets is a question of policy and 
as such does not concern the auditor; but the balance-sheet 
should show the facts in these respects. Practically the only 
fixed assets to which a market value can be attached consist 
of permanent investments, as, for example, shares possessing 
stock exchange quotations; but the size of the holdings and 
benefits derivable therefrom in addition to dividend income 
may have a material bearing upon their real wor h apart from 
their purely investment value. 


The extracts from judgments of the Court to which I have 
already drawn attention show an appreciation by the Judges 
of the difficult and delicate nature of our duties, and there 
is legal recognition of circumstances which may justify secrecy 
and the adoption of a course of action dictated by prudence. 
The latitude allowed to directors is illustrated by the following 
definitions by Judges of what a balance-sheet should convey :— 

‘*A full and fair balance-sheet must be such a balance- 
sheet as to convey a truthful statement as to the company’s 
position. It must not conceal any known cause of weakness 
in the financial position or suggest anything which cannot be 
supported as fairly correct in a business point of view’’ (re 
London & General Bank, Limited). : 

‘* If the balance-sheet be so worded as to show there is an 
undisclosed asset whose existence makes the financial 
position better than that shown, such a balance-sheet will not 
in my judgment be necessarily inconsistent with the Act 
of Parliament. Assets are often, by reason of prudence, 
estimated, and stated to be estimated, at less than their 
probable real value. The purpose of the bulance-sheet is 
primarily to show that the financial position of the company 
is at least as good as there stated, not to show that it is 
not or may not be better’? (Newton v. Birmingham Small 
Arms Company, Limited). : 
These judicial utterances are helpful as indicating that the 
legal perception of the balance-sheet is not wholly uninfiuenced 
by practical considerations of business expediency. Not 
seldom is it the fact that there are undisclosed reserves 
whose existence is a necessity for the well-being and security 
of the institution. ‘To publish those reserves might be not 
only inexpedient but damaging, and the dicta of the learned 
Judge just quoted is a justification for reasonable reticence 
and business prudence honestly exercised. An auditor who 
issues a report whose terms are ill judged and without a 
due sense of proportion by a confusion of his duties with 
those of the directors and management, against whose probity 
and business capacity there is no reflection of allegation, 
may do infinite and irreparable harm. And on the other 
hand by an easy compliance with the views of others and 
by subordinating his own judgment to that of men whose 
management of an institution has been indifferent and 
faulty, as disclosed by the books, he would injure those 
who look to him for protection. An auditor in such cases 
must not only exercise sound judgment, but display courage 
regardless of consequences if he believes himself to be in 
the right. If the auditor’s judgment be attacked the onus 


be contemplated, it is frequently a matter more of academic 


rests upon him to show that the facts and circumstances 
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of the particular case justified the report he has signed. 
And therein lies the responsibility; an opinion will not by 
itself afford protection to the auditor if the view he acts upon 
and expresses is subsequently held to have been formed 
carelessly or without sufficient inquiry. 


I now pass on to a brief review of the responsibility 
attaching to the accountant in connection with certificates 
issued for inclusion in prospectuses or offers for sale 
inviting the public to subscribe for or purchase shares 
and debentures in industrial undertakings. 


The development of joint stock enterprise in Great Britain, 
great and beneficial as has been its effect, was not unattended 
by some disadvantages, as it afforded scope for the activities 
of dishonest persons seeking to enrich themselves at the 
expense of the unwary. Much has since been done by the 
legislature to protect the investing public by making 
compulsory the disclosure of material information and by 
rendering directors and promoters personally liable in respect 
of incorrect or erroneous statements appearing in prospectuses 
offering share and debenture capital for subscription. And 
apart from such legislation, the stock exchanges in Great 
Britain have greatly assisted in safeguarding investors by 
withholding quotations, and thus rendering securities largely 
unnegotiable, in cases where prospectuses do not comply with 
their requirements. 

There is no statutory obligation upon companies to publish, 
in prospectuses, a record of trading profits for a series of 
years, or a statement of their financial position at a recent 
date. It has, however, become the almost regular practice 
for such information, when available, particularly as regards 
profits, to be given in the form of an accountant’s certificate, 
for two reasons—(1) the certificate generally speaking relieves 
directors and promoters from responsibility in regard to the 
facts it conveys, and (2) the certificate serves as an 
assurance to the public that the figures are reliable. 

The vast amount of capital subscribed each year for the 
development of industrial undertakings is both an indication 
and a justification of the value attributed to such certificates. 
The accountant who furnishes such a certificate whether or 
not he thereby incurs any legal liability is at any rate 
morally responsible, first to promoters and directors who, 
relying upon the results of the accountant’s investigation as 
embodied in the proposed prospectus certificate, proceed with 
the formation and flotation of an existing business as a public 
company, and secondly, to investors who apply for and take 
up shares and debentures in established or in newly-formed 
companies, and may have been influenced in doing so by 
the indication of earning capacity as reflected by the 
certified profits of past years. 

It is, I think, true to say that no class of accountant’s 
certificate has greater publicity than the prospectus certificate 
or is wider in its influence and appeal. The auditor is not 
responsible for the preparation of accounts or the form in 
which they are presented to shareholders; his report thereon 
follows the wording of the Act subject to necessary qualifi- 
cations. In the case, however, of prospectus certificates he is 
solely responsible for the manner in which they are framed: 
they are his entire creation, and his sense of responsibility 
should prevent him from signing a certificate whose terms, 
whilst technically correct and suflicient, may nevertheless be 
presented in such a manner as to render the true 
results obscure and lend themselves open to wrong 
construction and inferences. A certificate liable to criticism 
on such grounds is none the less reprehensible, because the 
impression it conveys was unintentional on the part of the 
certifying accountant. It is his duty to exercise all necessary 


care and caution to prevent possible misunderstanding, and 


whilst endeavouring to comply with the reasonable wishes of 
his client, the accountant should remember that his first 
concern—which is not inconsistent with his client’s true 
interests—must be for the public. The responsibility for the 
form of the certificate must therefore rest entirely with the 
accountant and he should reject any suggested modification 
of the form of certificate which in his judgment the circum- 
stances do not warrant. 


It isa truism to say that the accountant in such a certificate 
must confine himself to facts: it is not within his province 
to make or certify estimates, neither should he express an 
opinion as to the probabilities or possibilities of the future. 
But the facts stated should be adequate and sufficient. 
The period in respect of which it is desired to quote the 
profits is a factor of considerable importance. A short period 
of exceptional prosperity clearly due to abnormal circum- 
stances in the specific business or trade would by itself be 
an unfair criterion to adopt; whilst, on the other hand, 
unfavourable results attributable to price cutting and trade 
strikes or other depressing influences, might also by them- 
selves not do justice to the merits of the security offered. 
The detailed explanation which the bearing of such un- 
favourable conditions has had on profits is more a matter 
for the directors to deal with in the prospectus than the 
accountants in their certificate. In such circumstances, the 
period selected should be sufficiently long to enable the 
financial effects of abnormal prosperity or depression to be 
viewed in their true perspective. The manner of arriving at 
the profits should be suitably described to indicate the 
adjustments considered necessary and made in the figures as 
shown by the books and accounts in order to arrive at the 
desired result, namely, the balance of profit which remains 
(after providing for prior charges, if any) to meet appro- 
priations to free reserves and interest or dividend upon the 
security offered. It is, of course, true that the results for a 
past series of years do not take into account the increased 
profits which the employment of additional capital is likely to 
yield. But the accountant should refrain from attempting to 
prophesy the annual benefit likely to be derived therefrom, 
and should leave the directors responsible for the carrying on 
of the business to make their own estimate in this respect. 


Many important questions of accounting arise in the 
adjustment, for the purpose of a prospectus certificate, of 
the profits shown by the books and the annual accounts. 
It is permissible to delete charges which can properly be 
regarded as capital outlays, but which for reasons of prudence 
have been written off against profits, and reserves made by a 
company for contingencies which have not arisen may 
properly be eliminated. The re-allocation of expenditure 
charged in any one year over a series to which they properly 
apply is frequently necessary. On the other hand there may 
be expenditure of an exceptional and non-recurring nature 
which, whilst properly provided for out of profits, is not an 
annual charge, and the income itself may have been 
augmented by extraneous profits not arising from the normal 
trading activities of the company. The extent to which the 
accountant must qualify his certificate in all or any of these 
respects can only be determined by a review of individual 
circumstances. The trend of the profits is of great importance 
and for this reason the figures for each year should be stated 
separately. Where the results reported upon include those of 
a broken period they should be stated separately: it may be 
misleading to compute the yearly profits by reference to those 
earned during a portion of a year. 

The natural desire for brevity in certificates should not, of 
course, be allowed to curtail a statement of all necessary 
figures and explanations. Conciseness is very desirable, but 
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it is sometimes found that both the interests of the company 
and the public will be served by figures giving additional 
information bearing on the amount of the profits, such as the 
gross turnover, dividends paid, the amount of share capital 
outstanding from time to time, the annual expenditure upon 
repairs and renewals and the provisions for depreciation. One 
occasionally sees an accountant’s certificate which does not 
state the profits of each year, but attempts to convey what is 
the earning capacity by indirect means such as, for example, 
a statement that the average annual net profits over a given 
number of years are sufficient to pay the interest or dividends 
on the new capital several times over and that the net profits 
of the last year exceeded such average. In such cases the 
accountant accepts undesirable responsibilities and often 
constitutes himself a judge of circumstances upon which the 
investor himself should be placed in the position to form his 
own opinion by a full and frank disclosure in the prospectus. 


Whilst it may be said that responsibility of the accountant 
in regard to prospectus certificates is largely a moral responsi- 
bility, he does incur the risk of having to justify before the 
Courts the statements made by him in such a certificate. I 
can only recall one case (Maynards Limited v. Maynard 
and Others) in which action has been taken in respect of a 
prospectus certificate, and the certificate in that case was in 
the following terms :— 

‘‘We have examined the accounts of the forty-six retail 
businesses proposed to be acquired by your company, the 
majority of which have been established for several years. 
The accounts show that the businesses have been steadily 
increasing, the sales now being at the rate of £39,542 7s. 5d. 
per annum. We have also examined the accounts of the 
wholesale businesses carried on in connection with these 
retail shops, and find that the sales are at the rate of 
£17,795 lls. 7d. per annum, of which by far the greater 
portion is for goods supplied to customers other than the 
retail businesses, the total sales of the combined retail and 
wholesale businesses above referred to being at the rate of 
£57,337 19s. per annum. Owing to the absence of figures 
showing the expenses of some of the businesses we are unable 
to ascertain the exact net profit of the whole of them, but 
from our knowledge of the extremely profitable nature of the 
confectionery trade and from the facts disclosed during our 
investigation we are satisfied that the profits of the businesses 
are large, and that after payment of the interest on the 
preference shares there will remain a profit sufficient to pay a 
substantial dividend upon the ordinary shares.” 


The plaintiffs alleged that the accountants had knowingly 
made false statements as to the profits, but the Court held 
that they had acted honestly «nd were honestly satisfied as to 
the correctness of their certificate, and the action against 
them was dismissed, but the mere fact that they were called 
upon to substantiate the opinions expressed indicates the 
danger in practice of constituting oneself an expert as to 
possibilities. 

No one is free from the frailties which are the heritage of 
men and no one is infallible. But in the last half century 
which has witnessed the rise and the development of 
accountancy as a profession, there have been comparatively 
few reported cases in which it has been shown that practising 
accountants have failed in discharging adequately their 
onerous and responsible duties. 


Mr. William Arthur Pearman, F.S.A.A., General Manager 
and Secretary of the Westminster Electric Supply Corporation, 
Limited, has been appointed to a seat on the Board which has 
been vacated owing to the resignation of Sir Alexander Kennedy. 


Company Late Amendment.* 


Committee’s Minor Amendments. 


The minor amendments which we recommend are as 
follows: — 

Sect. 10 (3).—The provision requiring a company limited 
by guarantee and having a share capital, to state the amount 
of such share capital in its Articles, should be repealed. 


Sect. 18 (1).—Copies of any Act of Parliament altering the 
Memorandum of Association should be supplied to members 
on payment of a proper fee. The penalties imposed by this 
section should be imposed not only on the company but also 


on every director, manager and secretary, or other officer of . 


the company who knowingly and wilfully authorises or permits 
the default. 

Sect. 20 (3).—The words ‘‘and directors and managers” 
should be omitted. 


Sect. 25 (2).—The penalty should be extended so as to 
cover a ‘‘ secretary or other officer.” 


Sect. 26 (2).—In all cases the secretary should be required 
to keep an index at the company’s registered office and such 
index should be open to inspection. The return should 
set out the company’s registered office. Having regard to 
sects. 43 and 285 of the Act, all references to stock should be 
omitted. At present the expression ‘‘share’’ apparently 
includes stock in some cases but not in others. 


Sect. 26 (4).— Fourteen days should be substituted for seven 
days in this sub-section. 


Sect. 26 (5).—The penalty should be extended to the 
‘* secretary or other officer.” The section should be made 
applicable to companies not having a share capital, although 
of cour:e in such cases many of the particulars would not apply. 


Sect. 30 (2).—Where copies are required under this sub- 
section we consider that there should be a provision that they 
should be supplied within three days if there are 500 members 
or less, and that an extra day should be given for every 
additional 1,000 members, but so that the time for supplying 
copies shall in no case exceed 21 days. 


Sect. 30 (3),—The Court should have power to order copies 
to be supplied and the penalty should extend to the ‘ secretary 
or other officer.” 

This section and sects. 32, 96 and 101 of the Act should be 
amended so as to give ‘the Court” the powers specially 
conferred by the Act. The expression ‘‘the Court” is used 
in some sections of the Act and sometimes as in this section 
‘‘any Judge of the High Court,” and sometimes other 
expressions. 


Sect. 34.—The expression *‘ Colony ” in this section should 
include any part of His Majesty’s Dominions exclusive of 
Great Britain, the Channel Islands and the Isle of Man. 


Sect. 34 (2).—There should be a time limit within which 
noticé should be given of the situation of the office where the 
colonial register is kept, and also a time limit for notices of 
change of such office and of discontinuance of such office. A 
penalty for failure to comply with these provisions and those 
contained in sect. 35 (3) should be imposed. 


Sect. 35 (3).—Particulars with regard to a Colonial register 
should be included in the next return rendered under sect. 26 
after such particalars are received in this country. 


* r he principal part of tne Report appeared in “The Incorporated 
Accountants’ Journal,” July, 1926. 
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Sect. 41.—This section should apply not only to companies 
limited by shares but also to companies limited by guarantee 
and having a share capital. 


Sect. 41 (3).—Every copy of the Memorandum issued after | 
the date of any alteration thereof, whether such alteration i is | 
made under this section or not, should be in accordance with 
the alteration. The penalty in this section should extend to 
the “secretary or other officer.’’ 


Sect. 42.—This section should extend to notice of 
cancellation of shares under sect. 41 (1) (e). There should 
be a time limit for making this return and a meee should 
be imposed. 

Sect. 44.—A copy of the astual resolution increasing share 
capital and such particulars as would show the. different 
classes of shares comprised in such increase and the rights 
and conditions of issue should be filed. The penalty under 
this section should extend to.the ‘‘ secretary or other officer.” 

Sect. 46.—This section should apply not only to companies 
limited by shares, but also to companies limited by guarantee 
and having a share capital. 

Sects. 52, 54, 61.—The penalties under these sections 
should extend to the ‘‘ secretary or other officer.”’ 

Sect. 56.—This section should be repealed having regard to 
the proposed alterations in sects. 41 and 46. 

Sect. 62 (3).—A time limit should be imposed by this section 
and the penalty should apply not only to the company but to 
directors, managers, secretaries and other officers of the 
company. The penalty should not be confined to cases where 
the company is carrying on business. 

Sect. 63.—This section should apply to unlimited as well as 
to limited companies. 

Sect. 63 (2).—The penalty should extend to a ‘secretary 
or other officer.” 

Sect. 64 (1).—The penalty should not extend to a ‘‘ secretary 
or other officer of the company.” 

Sect. 65.—This section should apply not only to companies 
limited by shares, but also to companies limited by guarantee 
and having a share capital. We consider, however, that it 
should not apply to private companies. It should show 
clearly that a private company is not required to prepare a 
statutory report. 

A penalty should be-imposed on directors who do not 
comply with the section. 

Sect. 66 (1).—Under this section as at present drawn, 
holders of shares carrying no voting rights can requisition a 
meeting. This is anomalous. The requisitionists should be 
‘** holders of shares carrying at least 10 per cent. of the voting 
power at the time of the requisition’’ and not ‘‘ holders of 
not less than one-tenth of the issued share capital of the 
company upon which all calls or other sums then due have 
been paid.’’ The ‘‘ majority in value” in sub-sects. (3) and 
(4) would then be the ‘‘ majority in voting power.” 

Sect. 66 (3).—This sub-section should make it clear that 
the meeting is to be called (not held) within 21 days of the 
requisition. A sub-section should be added at the end of the 
section providing that ‘‘ where directors fail to comply by 
calling a meeting in accordance with a requisition the 
company shall repay the requisitionists’ reasonable expenses 
incurred.” 

Sect. 67.—Should be repealed and the following section 
should be substituted :— 

‘*67.—(1) In so far as the Articles of a company do not 
otherwise provide for the matters herein specified — 
‘* (i) A meeting of a company may be called by seven 
days notice in writing. 


‘* (ii) A notice of meeting of a company shall be served 
on every member in manner in which notices 
are required to be served by Table A in the 
First Schedule to this Act. 

‘* (iii) Two members may call a meeting. 

‘*(iv) Two members personally present shall be a 
quorum. 

‘*(v) Any member elected by the members ioe at 
a meeting may be chairman thereof. 

‘* (vi) In the case of companies having a share capital 
every member shall have one vote for each 
share held by him, and in the case of all other 
companies each member shall have one vote. 

*«(2) Where for any reason it is impracticable to 
convene a meeting of a company in manner applicable to 
the company or to conduct a meeting in manner 
prescribed by the Articles or this Act, the Court may 
direct a meeting of the company to be called, held and 
conducted in such manner as the Court shall think fit 
and give such ancillary or consequential directions as to 
the Court may seem expedient, and any meeting taking 
place in accordance with such directions shall be deemed 
to be a meeting of the company duly called, held and 
conducted.”’ 

Sect. 68.—Should be amended so as to include foreign 
corporations which are members of another company. It 
should also enable companies and corporations which are 
creditors or debenture holders of another company to appoint 
representatives at meetiags held under the Act or rules 
thereunder or under any debenture or trust deed. 

Sect. 70.—All resolutions and agreements affecting class 
rights should be filed. Resolutions which have been passed 
by every member of a company or a class, and which but for 
their unanimity would have required a special or extraordinary 
resolution or a class resolution or agreement, and resolutions 
for voluntary winding up under sect. 182 (1) should be filed. 
Copies of all such documents and of extraordinary resolutions 
and not only of special resolutions should be forwarded to 
members and embodied in or annexed to the Articles. The 
penalty should extend to the “secretary or other officer” and 
also to the liquidator of a company in winding up. 

The obligation to print special and extraordinary resolutions 
and other documents under the section should be abolished 
in the case of private companies. 

Sect. 72.—As to the appointment and qualifications of 
directors. This should not apply to companies which have 
not a share capital or t» companies which have commenced 
business before becoming public companies. It should include 
directors named in a prospectus issued in relation to any 
intended company. The persons who sign and file such a 
contract in writing as is referred to in sub-sect. 1 (ii) should 
be placed in the same position as regards the shares mentioned 
in such contract as if they had subscribed the Memorandum 
of Association for such shares. 

Sect. 75.—This section should be recast having regard to 
the Companies (Particulars as to Directors) Act, 1917. A 
time should be fixed for sending in the copy register and 
for notifying changes in the directorate. A certain doubt 
has been raised as to the legality of Form 9 now used by the 
Board of Trade. This form is for the purpose of enabling 
one return to be made under this section and the Companies 
(Particulars as to Directors) Act, 1917. Any doubt on the 
subject should be removed. The penalty should extend to a 
“secretary or other officer.’’ ‘There should’ be power to 
inspect the register on payment of a fee, and if inspection is 
refused the Court should be empowered to order immediate 
inspection. 
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Sect. 82.—Statement in lieu of prospectus. These provisions 
should only apply to companies having a share capital. 
They should be made applicable where a company has 
issued a pro:pectus but not gone to allotment. In case of 
non-compliance with the provisions of the section a penalty 
should be imposed on the company and its directors and 
sect. 86 should apply. This will remove the doubts which 
exist as to the effect of an allotment made before the 
statement is filed (see the Jubilee Cotton Mills case (1923), 
1 Ch., 1, and (1924), A.C., 958). A new and more satisfactory 
form of statement should be prepared. 

Sect. 83.—This section should only apply to companies 
which are required to hold a statutory meeting. 

Sect. 84 (2).—This sub-section might be repealed. 

Sect. 85.—It might be expressly stated that this section only 
applies to companies which have a share capital. 

Sect: 86.—Should be varied so as to meet the case of a 


- private company converting itself into a public company and 


other cases where there would be no statutory meeting or no 
statutory meeting after allotments, &c., of shares to the public. 
Sect. 87.—This section should only apply to companies 
having a share capital. 
Sect. 88.—This section should apply to companies limited 
by shares and companies limited by guarantee and having a 
share capital. 


Sect. 89.—The “statement in the prescribed form’’ men- 


tioned in sub-sect. (1) (b) should be filed before the commission 
is paid. A penalty should be imposed for omission to file. 

Sect. 90.—A penalty should be imposed for non-compliance 
with the section. 

Sect. 91 (5).—It should be made possible for a higher rate of 
interest than 4 per cent. to be prescribed by Order in Council 
and the word ‘‘ lower” should be struck out accordingly. 

Sect. 91 (7).—A penalty should be imposed for non- 
compliance with this sub-section. 

Sect. 93.—To meet the case of charges on property situate 
in some part of the United Kingdom other than England 
which require to be registered by the local law, we suggest 
the following addition to sub-sect. (1) of sect. 93. 

“When a mortgage or charge comprises property situate 
in some part of the United Kingdom other than England 
and registration is necessary to make the mortgage or 
charge valid or effectual according to the law of that part 
of the United Kingdom the delivery to and the receipt by 
the registrar of a copy of the instrument by which the 
mortgage or charge is created or evidenced such copy to 
be verified in the prescribed manner together with a 
statement in the prescribed form showing the fact that 
and the date when such mortgage or charge was presented 
for such registration as aforesaid shall have the same 
effect for the purposes of this section as delivery and 
receipt of the instrument itself.” 

Sect. 95.—Receivers or managers should be required to file 
the accounts required by this section, whether they have 
taken possession or not. The abstracts should be filed within 
a specified period, and omission to do this should be a 
continuing offence. Abstracts should run from appointment 
of receiver or manager and the totals should be brought forward. 

Sect. 96.—This section should be extended to cancelling 
and correcting mis-statements ina memorandum of satisfaction. 

Sect. 100.—This section should show clearly that floating 
charges are to be entered in the register of mortgages and 
should require the register to be kept at the company’s 
registered office. 

Sect. 102 (1).—The debentures or debenture stock certificates, 


and not the Articles, should specify the period for the closing | 


of the register. 


A summary remedy for non-compliance with the section 
should be given. 

Sect. 107 (1).—The word ‘‘ forthwith” should be omitted. 

Sects, 109 (5) and 110 (3).—The fine imposed by these sub- 
sections is too small to be effective. There should be power 
to report the refusal to the Court, and the Court should have 
power to treat the matter as a contempt of Court. 

Sect. 112 (5).—There is no provision for the case of directors 
not appointing auditors before the statutory meeting, and they 
should be empowered to appoint auditors until the first annual 
general meeting. We recommend that the sub-section be 
repealed and the following substituted for it :— 

**(5) The first auditors of the company may be 
appointed by the directors before the first annual general 
meeting and if so appointed shall hold office until such 
first annual general meeting unless previously removed 
by a resolution of the company in general meeting in 
which case the company at that meeting may appoint 
auditors. If no auditors bave been appointed by the 
directors under the power conferred by this sub-section 
the company in general meeting may appoint the first 
auditors and thereupon the power to appoint auditors by 
this sub-section conferred on the directors shall cease.” 

Sect. 113.—The word ‘‘members’’ should be substituted 
for the word ‘‘shareholders"’ in sub-sects. (2) and (3). This 
will meet the case where the company has no share capital. 
A penalty should be imposed for failure to supply a copy of 
the balance-sheet or the auditor’s report. (See also Part 1 of 
this Report, paragraph 72.) 

Sect. 118.—The Articles in Forms C and D in the Third 
Schedule to the Act should be altered. 

Form C.—This form relates to a company limited by 
guarantee and having a share capital. 

The Articles in this form do not state the amount of share 
capital with which the company proposes to be registered. 
This is required by sect. 10 (3) of the Act—but we have 
recommended the repeal of this provision. 

The directors are empowered with the sanction of the 
company in general meeting to reduce the amount of shares 
in the company and to cancel any shares in the company. 

In 1862, when the share capital of the company was not 
required to be in the Memorandum, such provisions were in 
order; now they would appear to be-wrong. (See sect. 56 of 
the Act as to reducing the capital of such a company.) 

All the Articles of Table A are incorporated, but some of 
them are not applicable to such a company, ¢.g., Article 5, in 
so far as it relates to sect. 88 of the Act; Articles 31 to 40 as 
to conversion of shares into stock and share warrants; Article 


44 in so far as it relates to consolidation, sub-division and 


cancellation of unissued shares; Article 45 as to holding the 
statutory meeting; Article 74 as to notice of consolidation of 
capital. 

We have, however, recommended that most of the sections 
of the Act referred to in the Articles above mentioned should 
apply to guarantee companies having a share capital. 


Form D.—This applies to unlimited companies having a 


share capital. 

This, too, incorporates Table A, and some of the Articles, 
e.g., those mentioned above, are not applicable. The form is 
taken from the 1862 Act and there it referred to a totally 
different Table A. It would seem that it was time for it to be 
reconsidered and revised. 

(3) Table and forms when altered should be published in 
the Edinburgh Gazette as well as in the London Gazette. 


Sect. 120.—All orders under this section should be filed 


| with the Registrar of Companies and no order should be 


~~ 2«2er @® 


ee emanerearmaiill 

| PAN i Rh al AMES aa ae a - 

: ef 
‘i 

| : 

) b 
as 

| 

| T 

| b 
f 

a ; 

| : 

| 

| eS 

| 

| 

== 

a 

| ee 

| 

4 nn 


i Vn | 


Avsusr, 1926.) 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 418 


effective until this is done. Also copies of orders made under 
this section should be annexed to the Memorandum of 
Association of the company. Sub-sect. (2) should be amended 
by adding the words “and voting’’ after the word “ present.”’ 


Sect. 137 (1) (a) (11).—This sub-section might be altered so 
as to meet the case of the holder of a share warrant and 
contributories in companies which have no sbare capital. 
The Court should have power to order a petitiorier to advertise 
his petition. 

Sect. 139.—The winding up should be deemed to commence 
at the date of the petition or of voluntary winding up, which-. 
ever isthe earlier. If the voluntary winding up has preceded 
the compulsory winding up, all proceedings in the voluntary 
winding up should stand unless the Court otherwise directs on 
proof of fraud or manifest error. 


Sect. 142.—The stay of actions provided for by this section 
should apply not only where a winding up order has been 
made, but also where a provisional liquidator has been 
appointed. 


Sect. 143 and Winding Up Rules 37-41.- Rules might be 
made requiring. the registrar in Companies (Winding Up) to 
send the copy order required by this section and the company 
might be absolved from this duty. A similar provision might 
be made in the case of supervision orders. 

Sect. 144.—The liquidator or Official Receiver might be 
empowered to apply for a stay of winding up. On any 
application under this section the Court should have power to 
require a report by the Official Receiver. 

Sect. 147.-The Court should have power to dispense with 
a statement of affairs as it is sometimes impossible to get one. 
The powers to call on officers, &c., to give information should 
extend to the case where a provisional order has been made. 
They should also extend to all persons who are or who have 
within one year been in the company’s employ whom the 
Official Receiver considers capable of giving information and 
to all persons who are or have within the year been di:ectors, 
managers, or employees of any company which is a director: 
manager or secretary of the company in liquidation. 

Sect. 150 (1).—This sub-section should extend to the case 
where a provisional liquidator has been appointed. 

Sect. 151 (1) (c).—1t should not be necessary for the Court 
or committee of inspection to sanction the employment of an 
agent other than a solicitor, and sub-sect. (2) of sect. 151 
should be amended to include the appointment of an agent. 
The Court in England should have the same power as the 
Court has in Scotland under sub-sect. (1) (d) to sanction the 
appointment of a solicitor to assist the liquidator in the 
performance of his duties. Sect. 151 (1) (c) should accordingly 
be repealed and the words ‘‘in the case of a winding up in 
Scotland or Ireland ’’ should be struck out of sect. 151 (1) (d). 

Sect. 163.—The Court should have power to dispense with 
the settlement of a list of contributories where it is not 
necessary to make a call or adjust the rights of contributories. 

Sect. 172 (2).—A time limit for the liquidator’s report 
should be imposed. 

Sect. 174.—This sect. should be extended to the case where 
a provisional liquidator has been appointed. 

Sect. 175 (9).—The words ‘“‘as to the conduct of the 
examination but not as to costs’’ should be struck out. 

Sect. 185.—All winding up resolutions should be gazetted. 
This should be done within (say) a week of the passing of the 
resolution, and there should be a continuing penalty on the 
liquidator, directors and secretaries for non-compliance. 

Sect. 186 (viii)—The words ‘‘on the application of a 


Sect. 188.—We have already recommended that this section 
should be repealed (see Part I of this Report, paragraph 80 
(IIT) (a)), but suggestions have been put forward that a 
penalty should be imposed for failure to comply with the 
section and that the Court has no power to waive non- 
compliance with any detail of this section. It has also been 
said that it would be desirable that creditors should have 
power to appoint a creditor to present a petition for 
compulsory winding up, and that the functions of the 
committee of inspection mentioned in the section should be 
defined by the Act. In the event of the section being 
retained, we agree with these suggestions. 


Sect 190.—In the event of sect. 188 being retained, it should 
not apply to a liquidator appointed under this section. 


Sect. 194 (2).—A penalty should be imposed for non- 
compliance with this sub-section. 

Sect. 195.—The account required by this section should be 
filed. This section should be amended to provide that if a 
quorum in not present at the fina) meeting, the liquidator 
shall make a return as to such meeting having been summoned 
and as to the absence of a quorum, and that the filing of 
such return shall have the same effect as the filing of a return 
of the holding of the meeting. A penalty should be imposed 
in the event of the account not being filed within a specified 
period. 

Sect. 197.—Where there is a voluntary winding up it should 
not be necessary for a creditor to show prejudice before 
obtaining a compulsory order. This section should be 
amended accordingly. 

Sect. 198.—Having regard to the proposed alteration of 
sect. 139, this section should be repealed. 

Sect. 199.—The words ‘* by special or extraordinary reso- 
lution” should be deleted. (As to notifying the registrar of 
companies of a supervision order, see above sect. 143.) 

Sect. 202.—If sect. 188 is to be retained it should not apply 
where a liquidator is appointed under this section. 

Sect. 209.—The Crown’s right on winding up should be 
limited to the year of assessment immediately preceding 
winding up. Persons who have advanced money to pay 
wages or salaries should have the same preference for such 
moneys as the persons paid would have had. The date of the 
commencement of the winding up should be the date for all 
purposes. 

The Unemployment Insurance Act, 1920, as amended by 
the Widows’ Orphans’ and Old Age Contributory Pensions 
Act, 1925, and the National Health Insurance Act, 1924, 
do not apparently give preference over floating charges, and 
the date fixed by the Workmen’s Compensation Act, 1925, is 
the commencement of the winding up in all cases. These 
anomalies should be corrected. 

Sect. 210 (2).--‘*The presentation of the bankruptcy 
petition ’’ should be substituted for the expression ‘‘ the act 
of bankruptcy ’’ and the commencement of the winding up 
should be the date in al! cases. 

Sects. 211 and 213.—These sections apply respectively only 
to English and Scotiish companies. They might be extended 
to cases of Scottish companies’ property in England and 
English companies’ property in Scotland. 

Sect. 222 (1) (b).—We have made some seainianiationn 
with regard to this sub-section in paragraph 80 (III) (d) of 
Part I of this Report, but whether the company is solvent or 
insolvent we think that the books and papers should not be 
destroyed: until 28 days’ notice of the intention to destroy 
them has been given to the Board of Trade. The Board of 
Trade shdéuld be given power to direct that such books shall 


contributory” should be omitted. 


not be destroyed for a given period and a liquidator or any 
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creditor or contributory should be entitled to appeal to the 
Court from such a direction. 

Sect. 223 (2).—The words ‘‘ or such further time as the 
Court shall allow’’ should be inserted after the words 
‘*seven days.” . 

Sect. 224.—Sect. 155 deals with accounts in compulsory 
winding up cases and the provisions as to the accounts to be 
filed under this section should be made to apply me in 
voluntary liquidations. 

Sect. 225.—This should be extended to enable jdicial 
notice to be taken of the signatures of officers of County 
Courts. 

Sect. 242.—The Court should have power to wind up a 
company notwithstanding that it has been removed from 
the register under this section. 

Sect. 242 (1).—The word ‘‘ may”’ should be substituted for 
the word ‘‘ shall '’ in the third line. 

Sect. 242 (3).—The words ‘‘ from the company ”’ in the first 
and second lines should be omitted and the sub-section 
should read ‘if the registrar either receives an answer to the 
effect that the company is not carrying on” &e. 

Sect. 242 (4).—The words ‘‘ After. notice by the registrar 
demanding the returns has been sent by post to the company 
or to the liquidator at his last place of business ’’ should be 
omitted. 

In the last line but one after the words “‘ to the company” 
the words ‘‘ or the liquidator, if any’ should be added. In 
the last line but two of this sub-section substitute the words 
‘*shall publish” for the words ‘‘may publish.” Con- 
sequential alterations will have to be made in sub-sect. (7). 
The section might provide for the filing of orders and a 
penalty for omission should be imposed. . 

Sect. 243.—Provision should be made for power to destroy 
documents after a lapse of 20 years from dissolution. 

Sect. 244.—There should be a new scale of fees for 
companies not having a share capital. (Table B II in the 
First Schedule to the Act.) 

£2 where the number of members as stated in the Articles 


“does not exceed 25. 


- £1 for every additional 25 members up to 100. 

5s. for every additional 50 or less than 50 members. 
The rest of the Table B II should be as at present. The 
5s. fee for registering documents should be extended to all 
documents required to be sent or forwarded to the registrar. 
(Table B I and II.) 

Sect. 267.—This section should be made to apply to foreign 
partnerships, associations or companies even where they have 
not got as many as seven members. 

Sect. 272.—The Court should have power to order property 
of a registered company to vest in the liquidator. 

Sect. 281.—The penalties for false statement imposed by 
this section should extend to false statements in a prospectus. 

Sects. 274 and 282.—The words ‘‘or any contraction or 
imitation of the word limited’’ should be added after the 
word ‘‘limited’”’ in these sections. 

Ireland.—The necessary corrections in the Act should be 
made throughout. 

Companies (Foreign Interests) Act, 1917.—Alterations and 
resolutions which contravene the provisions of this Act 
should be made the subject of a penalty to be imposed on 
the directors and should not be avoided. 


Companies (Particulars as to Directors) Act, 1917.—A 


provision should -be inserted in this Act that where a 
director of a company has another occupation it’ should 
be sufficient if he states such other occupation and not any 


other directorship he holds, and that where such director 
has no other occupation except other directorships it should 
be sufficient to state one of such directorships. . 


PART 3. 


Scotland. 

1.—Upon matters specially affecting Scotland, the 
Committee issued a questionnaire prepared by the members 
of Committee specially charged with Scottish interests to 
various legal societies, corporate bodies of accountants, 
banking institutions, stock exchanges and other representative 
bodies in Scotland, and to certain officials connected with or 
interested in the administration of company matters in 
Scotland. The Committee carefully considered the replies 
from such associations or societies and officials along with 
the evidence of witnesses from Scotland, and with 
information otherwise received by the Committee upon 
matters more or less pertaining specially to Scotland. 


InsoLvVENT Liguipations aND ConTROL By CREDITORS. 

2.—Scottish liquidations are not involved to any extent 
with the conflicting rights, as in England, of receivers for 
debenture holders whether in respect of fixed or floating 
charges or otherwise. Floating charges cannot be validly 
created over Scottish assets. No desire has been expressed 
on behalf of any Scottish interest, professional, commercial 
or otherwise, for the introduction of such securities into 
Scottish law and practice. No such official as a receiver 
is known in Scotland, or any person with power analogous 
to a receiver according to English practice. The liquidator 
realises all company assets in the interests of all parties, 
including bondholders or mortgagees. There is also in 
Scotland no official receiver charged with duties in regard to 
the winding up of companies as is the casein England. The 
Board of Trade exercise no functions in Scotland with regard 
to the liquidation of Scottish companies. In Scotland estates 
in bankruptcy of individuals and of partnerships are realised 
by trustees appointed by the creditors, and the accounts and 
conduct of such trustees are subject to the supervision of the 
Accountant of Court. This system has worked very well in 
practice for many years. There has been a growing desire 
that creditors of insolvent companies registered in Scotland 
should have practically the same absolute voice with regard to 
the nomination of liquidators as they have in the election 
of trustees in bankruptcy. The various legal bodies, together 
with the Scottish banks, are practically unanimous in its 
advocacy. Scottish procedure in bankruptcy, it is thought, 
can be easily adopted in the case of company liquidations 
whether voluntary or compulsory with the view of vesting 
such control in creditors. 

Recommendation. 

We recommend that, in all insolvent company liquidations 
in Scotland, the appointment of liquidators should be (just as 
is recommended as to English companies) in the sole control 
of the creditors and should be determined by a majority of the 
creditors in general meeting in accordance with the amount 
of their claims. 

CommiTTeEs oF INSPECTION. 

3.—In regard: to committees of inspection, there is no 
provision in the Act of 1908 for their appointment as regards 
Scotland in judicial liquidations, and no provision is made in 
the Act with regard to their duties in voluntary liquidations. 


Recommendation. - 


We recommend that committees of inspection should be 
retained in Scotland; that they should be appointed in all 
liquidations at the same time as the liquidator; that in 
insolvent liquidations they should be composed of creditors 
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only; and that their powers and duties as regards Scotland 
should be defined on the general lines of sect. 160 of the Act 
of 1908, and be made at the same time more or less analogous 
also to those of Commissioners in Scottish sequestrations or 
bankruptcies. 


APPLICATION OF Bankruptcy Rvuues. 

4.—Scottish professional opinion is in complete accord, it is 
believed, to the effect that sect. 208 of the Act of 1908 should 
include in addition to the bankruptcy rules there specified with 
regard to voting and ranking for dividends, the provisions of 
sects. 21, 22 and 24 of the Scottish Bankruptcy Act, 1913, in 
regard to the lodging of claims and affidavits in liquidations 
by company and other creditors, sect. 96 of that Act in regard 
to votes of creditors and the exclusion of claims under £20 in 
voting computations, sect. 105 thereof as to the interruption 
of prescription and sect. 189 as to providing for stamp duty 
exemptions. By inadvertence the Finance Act, 1895, sect. 16, 
in reference to this exemption, only dealt with English 
liquidations, and only applied to compulsory liquidations. 
Scottish liquidations should be treated in the same way in this 
matter as English liquidations. There seems no reason why 
voluntary liquidations of insolvent companies should not 
receive the benefit of stamp duty exemption. 


Recommendation. 

We recommend that such additional bankruptcy rules 
should be made applicable to the liquidations of insolvent 
companies in Scotland, and that the substance of sect. 31 of 
the English Bankruptcy Act, 1914, should be made an express 
bankruptcy rule in Scottish company liquidations. 


DereaTING DILIGENCE OR EXECUTION. 


5.—The law of Scotland differs considerably from that of 
England in regard to the cutting down of diligence, or, as it is 
termed in England, execution. In 1886 provision was made, 
for the first time, that all diligence done against a company 
by way of arrestment or poinding within sixty days of the 
commencement of its winding-up by the Court should be 
ineffectual. Voluntary liquidation does not of itself have 
this result, and it was provided in 1886 that to have this effect 
supervision of such liquidation required to be applied for so 
as to cut down all diligence against the company executed on 
or after the sixtieth day prior to the presentation of the 
petition for the supervision order. Such provisions find 
expression in sect. 213 of the Act of 1908. Experience has 
proved since then that a further advance in the case of the 
voluntary liquidation of an insolvent company should be made 
in accordance with the unanimous views submitted to the 
Committee. The appropriate amendment in this direction 
would establish in Scotland the confidence of creditors in 
voluntary liquidations as to the protection of their interests 
as a body, and render almost entirely unnecessary any 
applications for supervision orders, and at the same time 
greatly diminish the necessity for compalsory orders. 


Recommendation. 

We recommend that the operative date for accomplishing 
the avoidance of diligence or execution in voluntary liquidations 
should be the date of the resolution therefor; that this date 
should remain effective whether or not the voluntary 
liquidation is superseded by an official winding-up order; 
that sub-sects. (1), (2) and (4) of sect. 213 should be repealed ; 
and that other provisions should be substituted therefor giving 
effect to the changes now recommended in this behalf. 


AVOIDANCE OF PREFERENCES. 


6.—In reference to the avoidance of preferences under 
sect. 210 of the Act of 1908 the language of this section 
suggests that the Scottish Law of Bankruptcy was not present 


to the mind of the draughtsman and that the provisions of the 
English Bankruptcy Act as to the relation period of three 
months prior to an act of Pattie solely regulated the 
question of illegal preference. 


Recommendation. 

We recommend that sect. 210 should be amended to the 
effect of providing that for the purposes thereof as regards 
Scotland the Scottish Law of Bankruptcy as to fraudulent or 
illegal preferences and alienations under Statute and at 
common law should be specifically applied. 


Supervision or Conpuct or Ligurpators, &c. 

7.—The Board of Trade take cognisance of the conduct of 
liquidators of companies wound up by the Court in England 
in regard to the faithful performance of their duties, entertain 
complaints against them by creditors or contributories, and 
undertake the audit of their receipts and payments. Reference 
may be made in particular to sects. 155 and 159 of the Act of 
1908. In Scotland there is no provision for such special 
supervision with regard to any liquidations, compulsory or 
voluntary. The Accountant of Court under the Bankruptcy 
(Scotland) Act, 1913, and particularly by sects. 158 and 160 
thereof, takes cognisance of the conduct of trustees and 
commissioners in all sequestrations or bankruptcies of 
individuals and firms and of his own motion or at the 
instigation of creditors, he reports thereon to the Court, with 
the result that such disciplinary action may be taken as the 
justice of the case requires. There is a considerable body of 
opinion in Scotland in favour of placing the supervision of the 
conduct of liquidators in Scotland similarly in the hands of 
the Accountant of Court, but on the other hand all the legal 
societies are not unanimous in its support, and the accountancy 
bodies are opposed to any change. In this divergent state of 
opinion the Committee do not make any recommendation for 
amendment. 


JupiciaL ADMINISTRATION—SuPREME Court. 

8.—According to the practice of the Court of Session under 
the Court of Session Act of 1868 and of subsequent Acts, the 
First and Second Divisions of the Court of Session (co-ordinate 
in their jurisdiction, forming the Supreme Appellate Courts 
in Scotland and known in combination as the Inner House) 
have exercised exclusive and original jurisdiction in all 
statutory applications to the Court under the Companies Acts 
in regard to the rectification of the register of members, 
extension of objects, reorganisation and reduction of share 
capital, arrangement schemes, and liquidation. Since 1886 
these Divisions have remitted to one of the Permanent Lords 
Ordinary of the Outer House the subsequent proceedings in 
liquidations of companies ordered to be wound up, or resolved 
on voluntarily and continued under supervision. In vacation, 
the Bill Chamber Judge is the Court invested with winding up 
jurisdiction and as such able to dispose of all company 
applications, whether relating to liquidation or not, so 
submitted to him. It has been sugge-ted that as one Judge of 
first instance thus during session disposes of all questions in 
remitted liquidation affairs and a Judge in vacation can 
entertain and decide any company application, the original 
jurisdiction in all company matters, including liquidation, 
should be, as in England in the case of the Chancery Judges, 
with Judges of the first instance, i.e., any of the five Permanent 
Lords Ordinary constituting the Outer House, or preferably 
with one exclusively appointed for the disposal of all company 
and bankruptcy proceedings, with the usual provision for 
review, as the case may be, of their or his judgments. The 
Committee express no views on this matter because the reform 
of judicial procedure of the Court of Session is under inquiry 
by a Royal Commission. 
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SuerirF Courts. 
9.—The jurisdiction of the Sheriffs in Scotland is very 
extensive. In many respects, it is concurrent with that of 
the Supreme Court, and particularly so in regard to the 
magnitude of the interests with which the Sheriff Court can 
deal as a tribunal of first instance. 


Recommendation. 

We recommend that as in England with regard to the 
County Courts, jurisdiction in company matters should be 
extended to the Sheriff Courts of Scotland under similar 
limitations as exist or are now recommended in regard to 
English County Court jurisdiction; that powers similar to 


that conferred on the Lord Chancellor should be vested in | 


the Lord President of the Court of Session; that provision 
should be made for remits, according to circumstances, from 
the Sheriff Court to the Court of Session, or from the Court 
of Session to the Sheriff Court, of liquidations, according as 
large or small assets exist, more suitable for the Supreme 
Court or the Inferior Courts as the case may be; and that 
provision should be made for the opinion of the Court of 
Session being obtained on any questions of law arising in any 
- Sheriff Court liquidation. 


STATEMENT OF AFFAIRS OF ComPpANY Upon LIQUIDATION. 
10.—In connection with the liquidation of companies 


wound up by the Court in England, the directors or other | - 


chief officers are placed under sect. 147 of the Act of 1908 
under obligation to submit a statement of affairs of their 
company. The Official Receiver practically controls this 
matter in an English winding up. 


Recommendation. 

We recommend that as regards Scotland, the Court, in 
any official winding up, should be empowered to direct the 
attendance of any director or other officer at the first meeting 
of creditors for the purpose of giving all necessary explanations. 


MISCELLANEOUS. 
11.—Provision should be made by way of amendment for 
other miscellaneous matters of purely Scottish interest in 
“terms of our recommendation. 


Recommendation. 

We recommend :— 

1. -Unclaimed dividends and undistributable balances 
should be consigned in bank upon receipt in name of the 
Accountant of Court, and such, so far as unclaimed, should 
be handed over to the Crown in the same manner as in 
Scottish sequestrations. 

2.—Liquidators should have power to apply under sect. 144 
of the Act of 1908 for recall or stay of liquidation proceedings. 

3.—Applications should be permitted under sect. 193 in 
restraint of litigation by virtue of sect. 142 after the com- 
mencement of voluntary liquidation in reconciliation with the 
same practice in England. — 

4.—Costs of unopposed applications by creditors for leave to 
proceed with actions should be added to the amount of their 
claims according to English practice. 

5.—Any company should possess the right to have confirmed 
by the Court as an alteration of its memorandum objects 
under sect. 9 of the Act of 1908 a power to sell its whole 
assets to or to amalgamate with another company so that 
the decision of the Court of Session in John Walker & Sons 
((1914), S.C., 280) may be got rid of. 

6.—Prescribed particulars should be filed in liquidations 
with the registrar and inspection thereof by creditors should 
be allowed on the lines of sub-sects. (1), (2) and (3) of sect. 224 
of the Act of 1908. 


7.—Sub-sect. (4) of sect. 215 of the Act of 1908 should be 
repealed. 

8.—All restrictions in sect. 151 (2) of the Act of 1908 upon 
the powers of liquidators in Scottish liquidations as regards 
realisation of assets should be removed. 

9.—Realisation by liquidators in voluntary liquidations of 
heritable assets burdened with securities should be authorised 
without the necessity of placing such liquidations under 
supervision and in the same way as a realisation by a trustee 
in bankruptcy under sects. 108 to 113 of the Scottish 
Bankruptcy Act of 1913 with consequential amendment of 
| sub-sect. (3) of sect. 213 of the Act of 1908. 


. General Observations. 

12.—In so far as the Committee have made recommendations 
of new or amended provisions applicable to England and 
Scotland generally, and in the event of their adoption by 
Parliamentary enactment, drafting clauses (by way of inter- 
pretation sections or otherwise) would naturally require to be 
made, if otherwise appropriate and necessary, for their opera- 
tion in Scotland in view of its law and practice, where 
different, in relation to the subject matter of such 
recommendations. 


W. A. Greene (Chairman). 
A. ANDREWwES-UtHwatt. 

R. H. Brann. 

Harotp G. Brown.* 
Arcatpatp H. CampsBetu. 
Wm. Casa. 

E. R. Eppison.t+ 


W. Waurer Coomss, Secretary. 
May 8th, 1926. 


Witiuum McLintock. 

E. MANvILLE. 

James MARTIN. 

Wan. Ecerton Mortimer. 
ArtuurR STIEBEL. 

R. Hueu Tennant. 

G. W. Witton. 


* I have signed the Report, but if it is to be made illegal for 
directors and auditors and other officers of the company to 
contract out of their common law liability for negligence, in 
my opinion sect. 279 of the Act should be altered:so as to give 
the Court a wider discretion than it has under that section to 
relieve directors from liability where they have acted honestly. 

H. G. B. 


t In signing this Report I wish to express my dissent from 
the recommendation in paragraph 17 relating to the words 
‘*Bank”’ or ‘‘ Banking.”” I am afraid that, in spite of the 
safeguards suggested, the express consent of the Board of 
Trade to the use of such words in a company’s name might 
be wrongly regarded by the public as implying some sort of 
Government guarantee. E. R. E. 


Names of the Witnesses who have given Evidence. 

Mr. A. V. Alexander, M.P. (Co-operative. Congress) ; 
Dr. James Andrew (Faculty of Procurators); Mr. G. E. Baldry 
(British Bankers Association); Mr. T. F. Birch (National 
Association of Trade Protection Societies); Sir A. H. Bodkin, 
K.C.B. (Director of Public Prosecutions); Mr. A. B. Bryden 
(Scottish Chartered Accountants); Mr. H. E. Burgess, C.B.E. 
(Senior Official. Receiver in Companies. Liquidation) ; Mr. 
A. E. Campbell-Taylor, O0.B.E. (Registrar of Companies) ; 
Mr. L. B. Carslake (Law Society) ; Mr. 8. E. Cash (Federation 
of British Industries); Mr. J. H. Clifford-Johnston (Trust 
Companies); Mr. F. D’Arcy Cooper; Mr. C. A. Coward (Law 
Society); The Hon. Mr. Justice Eve; Mr. H. D. P. Francis 
(City of London Solicitors’ Company) ;-Mr. J. Grant Gibson 
(Official Receiver, Manchester); Mr. J. Girvan (Scottish Law 
Agents’ Society); Mr. F. M. Guedalla (City of London 
Solicitors’ Company); Mr. D. Hickey (Manchester Chamber 


of Commerce); Mr. H. Lakin-Smith (Association of British 


= 

) — 
| cA A A EC 

. 

| 

| _ 
A | | 
ae ee 


Aveust, 1926.] 


THE INCORPORATED ACCOUNTANTS’ JOURNAL. 


417 


Chambers of Commerce); Mr. H. D. Lawrie (Associated 
Stock Exchanges); Mr. W. L. Morton (Treasury Solicitor) ; 
Mr. 8. Pears (Institute of Chartered Accountants); Mr. G. 8. 
Pitt (Society of Incorporated Accountants and Auditors) ; 
Mr. G. B. Pott (City of London Solicitors Company); Mr. W. 
Reid (Scottish Chartered Accountants); Mr. G. Stuart 
Robertson, K.C. (Chief Registrar of Friendly Societies) ; 
Mr. W. H. Stentiford (Chartered Institute of Secretaries) ; 
Mr. A. C. Stanley-Stone (London Chamber of Commerce) ; 
Mr. E. Raymond Streat (Manchester Chamber of Commerce) ; 
Mr. F. A. Szarvasy; Mr. F.C. Tiarks; Mr. A. F. Topham, 
K.C.; Mr. J. A. Torrens-Johnson (Stock Exchange 
Committee); Mr. W. Vickers (Registrar of Companies, 
Edinburgh); Dr. J. Watt (Society of Writers to the Signet) ; 
Mr. F. Whinney; Mr. H. Whittaker (Shareholders and 
Loanholders Association); Mr. R. 8. Wright (National Union 
of Manufaeturers). 


Society of Incorporated Accountants and 
Auditors. 


MEMBERSHIP. 


The following additions to, and promotions in, the Membership 
of the Society have been completed since our last issue :— 


ASSOCIATES TO FELLOWS. 

Burier, Epoar Haroip Barnett, 4, Foregate Street, Worcester, 
Practising Accountant. 

JENNINGS, FrepericK, Borough Chambers, Neath, Practising 
Accountant. 

Mitrorp, CHartes Arcurpatp (Milford & Co.), Halifax 
Chambers, Preston New Road, Blackburn, Practising 
Accountant. 

Snetson, AncarpaLp Jonn, Secretary and Chief Accountant, 
United Newspapers (1918), Limited, 3-5, Salisbury Square, 
Fleet Street, London, E.C.4. 

Watton, Atrrep, A.C.A. (John Gordon & Co.), 7, Bond Place, 
Leeds, Practising Accountant. 

WricieswortH, Doveatp McLaurin, Bank Chambers, North 
Parade, Bradford, Practising Accountant. 


ASSOCIATES. 
Barwicx, Atan (Percival Clarkson & Barwick), 10, St. John 
Street, Keswick, Practising Accountant. - 


Baxter, Norman Dartnewtu, Clerk to Leith, Freake & Cade, 
69, Maitland Street, Bloemfontein, South Africa. 

Buareava, Murart Lar, B.Se., LL.B., Clerk to H. J. 
Dastoor & Co., 97, Queen Victoria Street, London, E.C.4. 

Brpopiz, Recrmvatp Cxiement, Clerk to J. W. B. Brown, 
Sara & Co., Prudential Buildings, Corporation Street, 
Birmingham. 

Braxetock, Grorer, Clerk to Laverick & Walton, Midland 
Bank Chambers, Sunderland. , 

' Brown, Atrrep, Clerk to Menzies & Co., Lawrence Buildings, 
2, Mount Street, Manchester. 

Carutstx, Cuartes Frepericx, Clerk to D. W. H. Phipp, 
15, Park Row, Nottingham. 

Croupson, Sypney, Clerk to A. France & Co., West Bar 
Chambers, Boar Lane, Leeds. 

Dasuwoop, GeraLp Patuimore, Clerk to Deloitte, Plender, 
Griffiths & Co,, 5, London Wal! Buildings, London, E.C.2. 


Davey, Srantey Wiit1aM, County Accountant’s Department, 
County Council of Salop, County Buildings, Shrewsbury. 

Davies, Freveric James, City Treasurer’s Department, Town 
Hall, Bradford. 

Gray, Taomas Wuattey, Clerk to Franklin Wild & Co., 
Orient House, 42/45, New Broad Street, London, E.C.2. 

Greenwoop, Harry, Clerk to Armitage & Norton, Station 
Street Buildings, Huddersfield. 

Grirriras, THomas Jonny, Clerk to J. Wallace Williams & Co., 
5, St. Andrews Crescent, Cardiff. 

Hamm, Norman Wittzam Epwarp, Borough Treasurer’s 
Department, Town Hall, West Bromwich. 

Lazensy, Haroup, Clerk to Charles H. Wilson, 7, Greek 
Street, Leeds. 

Lerraeap,Gorpon Ramsnaw, A.C.A.(Taylor, Froude & Newbold), 
Crown Buildings, Loseby Lane, Leicester, Practising 
Accountant. 

Moore, Aurrep Norman, Clerk to Kimberley Morrison & Co., 
55, Temple Row, Birmingham. 

Naytor, Rosert Owen, Lloyds Bank Chambers, Finkle Street, 
Kendal, Practising Accountant. 

Parxmyson, Epwrn, Clerk to Glossop & Render, Becketts 
Bank Chambers, Cheapside, Bradford. 

Price, Frank Epwarp (Alban & Lamb), Central Chambers, 
Newport, Mon., Practising Accountant. 

Puesiey, Ernest Wiiu1am, A.C.A. (Edgar Chambers & Pugsley), 
14-16, Westgate Chambers, Commercial Street, Newport, 
Mon., Practising Accountant. 

Reap, Lesiure Waxkerretv, Clerk to Edwards & Edwards, 
22, High East Street, Dorchester. 

Ritey, Irvin Wirson, Clerk to Wm. Robertshaw & Myers, 
Barclays Bank Chambers, North Street, Keighley. 
Saxton, Ciirrorp Curve (Saxton, Shaw & Co.), Bank Chambers, 

Barnsley, Practising Accountant. 

Wipe, Perer, Clerk to Pruddah, Eilbeck & Co., Central 
Buildings, North John Street, Liverpool. 

WituiaMs, Frepericx James, County Treasurer’s Department, 
Wilts County Council, Trowbridge. 

Wiutusamson, Norman Brake, Clerk to Rawlinson & Mitchell, 
Netherwood Chambers, 14, Manor Row, Bradford. 

Woop, Joun Wits, Clerk to Hodgson, Harris & Co., Bank 
Chambers, Parliament Street, Hull. 


ACTION AGAINST INCORPORATED 
ACCOUNTANTS. ° 


Wright & Lodge v. John Wood & Son. 


The South Wales Argus publishes the following :—With 
reference to the recent litigation between two well known 
Newport firms over a matter of accounts, we are pleased to 
report that we have been informed by Messrs. Lyndon Moore 
& Co., the solicitors for Messrs. Wright & Lodge, and by 
Messrs. Le Brasseur & Co., the solicitors for Messrs. John 
Wood & Son, that, as a result of the recent trial, it has been 
recognised on both sides that there was a misunderstanding 
as to the work which was to be done, and that terms have 
now been settled which are satisfactory to both parties for 
the termination of the litigation. 
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BANKRUPTCY (AMENDMENT) 
ACT, 1926. 


(An Act to amend the Bankruptcy Act, 1914. —June 16th, 1926.) 


Be it enacted by the King’s most Excellent Majesty, by and 
with the advice and consent of the Lords Spiritual and Temporal, 
and Commons, in this present Parliament assembled, and by 
the authority of the same, as follows :— 


AmenpMEnNTs oF 4 & 5 Geo. V, C. 59, Sxor. 26. 

1.—(1) So much of sub-sect. (2) of sect. 26 of the Bankruptcy 
Act, 1914 (hereinafter referred to as the ‘‘ principal Act”’), 
as requires the Court to refuse the discharge of a bankrupt in 
all cases where he has committed a felony or midemeanour 
connected with his bankruptcy unless for special reasons 
the Court otherwise determines, and so much of the said 
sub-section as requires the Court, where on proof of any of 
the facts mentioned in sub-sect. (3) of the said section the 


‘Court suspends the discharge of a bankrupt, to do so for a 


period of not less than two years, shall cease to have effect, 
and in the said sub-sect. (2)— 
(a) There shall be substituted for the words from the 
beginning of the first proviso down to the word 
‘‘either’’ the words following, that is to say :— 


‘*Provided that where the bankrupt has com- / 


mitted any misdemeanour under this Act, or any 
enactment repealed by this Act, or any other 
misdemeanour connected with his bankruptcy or 
any felony connected with his bankruptcy, or where 
in any case any of the facts hereinafter mentioned 
are proved, the Court shall either” —; and 
(b) There shall be substituted for paragraph (ii) of the 
said first proviso the following paragraph, that is 
to say :— 
‘** (ii) Suspend the discharge for such period as 
the Court thinks proper; or” 

(2) There shall be substituted for paragraph (hk) of sub- 
sect. (3) of the said sect. 26 of the principal Act the following 
paragraph, that is to say :— 

‘*(h) That the bankrupt has brought on or contributed 
to his bankruptcy by incurring unjustifiable expense in 
bringing any frivoious or vexatious action ;”’ 


ExpnanatTion oF 4 & 5 Geo. V, C. 59, Sxcr. 33. 

2.—For the removal of doubts it is hereby declared that 
the priority given by sect. 33 of the principal Act to the 
wages or salary of any clerk or servant in respect of services 
rendered to a bankrupt during four months before the date 
of the receiving order, not exceeding £50, applies to any 
such wages or salary as aforesaid whether or not earned 
wholly or in part by way of commission. - 


AMENDMENT oF 4 & 5 Geo. V, C. 59, Scr. 39. 
3.—For sect. 39 of the principal Act (which relates to 
second or subsequent bankruptcies) there shall be substituted 
the following section, that is to say :— 

**(1) Where a second or subsequent receiving order 
is made against a bankrupt, or where an order is made 
for the administration in bankruptcy of the estate of 
a deceased bankrupt, then for the purposes of any 
proceedings consequent upon any such order, the trustee 
in the last preceding bankruptcy shall be deemed to be 
a creditor in respect of any unsatisfied balance of the 
debts provable against the property of the bankrupt in 
that bankruptcy. 

**(2) In the event of a second or subsequent receiving 
order made against a bankrupt being followed by an order 


adjudging him bankrupt, or in the event of an order being 
made for the administration in bankruptcy of the estate 
of a deceased bankrupt, any property acquired by him 
since he was last adjudged bankrupt, which at the date 
when the subsequent petition was presented had not been 
distributed amongst the creditors in such last preceding 
bankruptcy, shall (subject to any disposition thereof made 
by the official receiver or trustee in that bankruptcy, 
without knowledge of the presentation of the subsequent 
petition, and subject to the provisions of sect. 47 of 
this Act) vest in the trustee in the subsequent bankruptcy 
or administration in bankruptcy as the case may be. 

«« (3) Where the trustee in any bankruptcy receives 
notice of a subsequent petition in bankruptcy against 
the bankrupt or after his decease of a petition for the 
administration of his estate in bankruptcy, the trustee 
shall hold any property then in his possession which has 
been acquired by the bankrupt since he was adjudged 
bankrupt until the subsequent petition has been disposed of, 
and, if on the subsequent petition an order of adjudication 
or an order for the administration of the estate in 
bankruptcy is made, he shall transfer all such property 
or the proceeds thereof (after deducting his costs and 
expenses) to the trustee in the subsequent bankruptcy or 
administration in bankruptcy as the case may be.” 


Recovery oF Property TRANSFERRED WITHOUT KNOWLEDGE 
or Recetvinec Orper. 

4.—Where any money or property of a bankrupt has, on or 
after the date of the receiving order but before notice thereof 
has been gazetted in the prescribed manner, been paid or 
transferred by a person having possession of it to some other 
person, and the payment or transfer is under the provisions of 
the principal Act void as against the trustee in the bankruptcy, 
then, if the person by whom the payment or transfer was 
made proves that when it was made he had not had notice 
of the receiving order, any right of recovery which the trustee 
may have against him in respect of the money or property 
shall not be enforced by any legal proceedings except where 
and in so far as the Court is satisfied that it is not reasonably 
practicable for the trustee to recover in respect of the money 
or property or of some part thereof from the person to whom 
it was paid or transferred. 


AmeENDMENTS or 4 & 5 Geo. V, C. 59, Sect. 154. 
5.—(1) Sect. 154 of the principal Act (which provides 
among other things that any person who has been adjudged 
bankrupt or in respect of whose estate a receiving order has 
been made, shall be guilty of a misdemeanour if he commits 
any of the acts or omissions mentioned in paragraphs (4), (5), 
(9), (10), (11) and (12) of the said section within six months © 
next before the presentation of the bankruptcy petition by or 
against him, or if he commits any of the acts mentioned 
in paragraphs (13), (14) and (15) of the said section within 
six months next before the presentation of the bankruptcy 
petition by or against him, or, in the case of a receiving 
order made under sect. 107 of the principal Act, before 
the date of the order), shall have effect as if in the said 
paragraphs (4), (5), (9), (10), (11), (12), (13), (14) and (15) 
thereof, the words ‘twelve months” were substituted for the 
words ‘‘ six months” wherever those words occur. 

(2) The said sect. 154 shall have effect as though the 
following sub-sections were inserted therein, that is to say :— 
‘**(2) Any person guilty of a misdemeanour in the cases 
mentioned respectively in paragraphs (13), (14) and (15) 
of the last foregoing sub-section shall be liable on 
conviction on indictment to penal servitude for any term 
not exceeding five years, or, on summary conviction to 

imprisonment for a term not exceeding twelve months. 
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(3) Where any person pawns, pledges or disposes | 
of any property in circumstances which amount to a! 
misdemeavour under paragraph (15) of sub-sect. (1) of | 
this section, every person who takes in pawn or pledge 
or otherwise receives the property knowing it to be 
pawned, pledged or disposed of in such circumstances 
as aforesaid shall be guilty of a misdemeanour, and on 
conviction thereof liable to be punished in the same way 
as if he had received the property knowing it to have been 
obtained in circumstances amounting to a misdemeanour.” 


Expianation or 4 & 5 Geo. V, C. 59, Sect. 156. 

6.—For the removal of doubts it is hereby declared that if 
any person who has been adjudged bankrupt, or in respect 
of whose estate a receiving order has been made, has with 
intent to defraud his creditors or any of them caused or 
connived at the levying of any execution against his property 
he shall for the purposes of paragraph (b) of sect. 156 of 
the principal Act be deemed to have made a transfer of or 
charge on his property, and shall accordingly be guilty of a 
misdemeanour. 


AMENDMENTS oF 4 & 5 Gero. V, C. 59, Szcr. 158. 
7.—As from the expiration of a period of two years after 
the commencement of this Act, sect. 158 of the principal Act 
(which relates to the failure of bankrupts to keep proper 
accounts) shall have effect as if— 


(a) There were substituted for sub-sect. (1) thereof the 
following sub-section, that is to say :— 


‘*(1) Any person who has been adjudged bankrupt 
or in respect of whose estate a receiving order has 
been made shall be guilty of a misdemeanour, if, 
having been engaged in any trade or business 
during any period in the two years immediately 
preceding the date of the presentation of the 
bankruptcy petition, he has not kept proper books 
of account throughout that period and throughout 
any further period in which he was so. engaged 
between the date of the presentation of the petition 
and the date of the receiving order, or has not 
preserved all books of account so kept: 

‘* Provided that a person who has not kept or 
has not preserved such books of account shall not 
be convicted of an offence under this section— 

‘*(a) If his unsecured liabilities at the date 
of the receiving order did not exceed, in the 
case of a person who has not on any previous 

“ occasion been adjudged bankrupt or made a 
composition or arrangement with his creditors, 
£500, or in any other case £100; or 

‘**(b) If he proves that in the circumstances 
in which he traded or carried on business the 
omission was honest and excusable.” And 


(b) There were substituted for sub-sect. (3) thereof the 
following sub-section, that is to say :— 


‘*(3) For the purposes of this section, a person 
shall be deemed not to have kept proper books 
of account if he has not kept such books or 
accounts as are necessary to exhibit or explain 
his transactions and financial position in his 
trade or business, including a book or books 
containing entries from day to day in sufficient 
detail of all cash received and cash paid, and, 
where the trade or business has involved dealings 
in goods, statements of annual stocktakings, and 


(except in the case of goods sold by way of retail 


trade to the actual consumer) accounts of all goods 
sold and purchased showing the buyers and sellers 
thereof in sufficient detail to enable the goods and 
the buyers and sellers thereof to be identified.” 


AMENDMENT oF 4 & 5 Gzo. V, C. 59, Secr. 161. 

8.—It shall not in any case be obligatory on the Court to 
make an order under sect. 161 of the principal Act (which 
requires the Court in the circumstances therein mentioned to 
order the prosecution of u debtor), unless it appears to the 
Court that the circumstances are such as to render a prosecution 
desirable; and accordingly the said section shall have effect 
as if there were therein inserted after the word ‘‘convicted” 
the words ‘‘ and that the circumstances are such as to render 
a prosecution desirable,” and the proviso to the eaid section 
is hereby repealed. 


_ Rerean or 4 & 5 Geo. V, C. 59, Sucr. 163. 
9.—Sect. 163 of the principal Act (which empowers a Court 
to commit for trial any person whom the Court has grourd to 
believe to have committed a statutory misdemeanour in cases 
of bankruptcy) is hereby repealed. 


AmENnDMENT or 4 & 5 Geo. V, C. 59, Secr. 164. 

10.—Sect. 164 of the principal Act (which in sub-sect. (1) 
thereof provides, among other things, that a person guilty 
of an offence declared to be a felony or misdemeanour 
under that Act in respect of which no special penalty is 
imposed by that Act shall be liable on summary conviction 
to imprisonment for a term not exceeding six months) shall 
have effect as if in the said sub-sect. (1) thereof the words 
‘twelve months” were substituted for the words “six months.” 


AmenpMENT or 4 & 5 Geo. V, C. 59, ScnepueE 2. 
11.—Rule 5 of the Second Schedule to the principal Act 
(which requires the affidavit proving a debt to state whether 
or not the creditor is a secured creditor) shall have effect as if 
there were inserted at the end thereof the following provision, 
that is to say :— 
‘‘and if it is found at any time that the aflidavit made 
by or on behalf of a secured creditor has omitted to 
state that he is a secured creditor, the secured creditor 
shall surrender his security to the official receiver or 
trustee for the general benefit of the creditors unless 
the Court on application is satisfied that the omission 
has arisen from inadvertence, and in that case the 
Court may allow the affidavit to be amended upon such 
terms as to the repayment of any dividends or otherwise 
as the Court may consider to be just.” 


Suortr Tire, Crration and ConsTRUCTION. 
12.—(1) This Act may be cited as the Bankruptcy 
(Amendment) Act, 1926, and this Act and the principal Act 
may be cited together as the Bankruptcy Acts, 1914 and 1926. 


(2) Except where the context otherwise requires, references 
in this Act to the principal Act shall be construed as 
references to that Act as amended by this Act, and this 
Act shall be construed as one with the principal Act. 


Mr. John Potter, F.S.A.A., of the firm of Messrs. John 
Potter & Harrison, Incorporated Accountants, Blackpool, and 
also senior partner in the firm of Messrs. John Potter & Oldman, 
Fleetwood, has been unanimously elected an Alderman of the 
County Borough of Blackpool. Mr. Potter entered the 
Blackpool Council in 1911, and was the first local chairman 
in connection with the National Health Insurance Committee, 
a position which he held for three successive years. 
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SOUTH WALES AND MONMOUTHSHIRE, 


Annual Report. 


The annual general meeting of the Society was held in 
July, 1925, when Mr. F. J. Alban was unanimously elected 
President for the ensuing year, and Mr. R. Wilson Bartlett and 
Mr. W. H. Ashmole were unanimously elected Vice-Presidents. 


. CommiTTEE. 

In accordance with Rule 5 the following members of the 
Committee retired, but offered themselves for re-election, and 
they were unanimously re-elected :—Mr. N. E. Lamb, F.S.A.A. 
(Newport), Mr. E. Mills, F.S.A.A. (Newport). © The retiring 
member for West Wales, Mr. W. H. Ashmole, F.S.A.A., was 
unanimously re-elected: The representatives of Cardiff and 
Newport Students’ Sections on the District Committee were 
also re-elected, viz:—Mr. P. A. Hayes, A.S.A.A. (Cardiff), 
Mr. C. T. Stephens, A.S.A.A. (Newport). The election of a 
representative of the Swansea Students’ Section was left over 
pending their nomination, and subsequently Mr. Thomas 
Mills, F.S.A.A., the retiring representative, was re-elected. 


; LEcTURES. 

The combined syllabus of lectures arranged for last 
session with the object of obtaining closer co-operation 
between the District Society and the Student Sections having. 
proved successful, it was decided to adopt the method again 
this year, and a full programme of lectures was arranged. 

An outstanding feature was the joint meeting with the 
Institute of Municipal Treasurers (Incorporated), Institute of 
Chartered Secretaries, and the Institute of Cost and Works 
Accountants, when a lecture was delivered by Mr. H. J. Smith 
O.B.E., Manager National Provincial Bank, Limited, on 
‘¢Glimpses of England a Century Ago.’’ Special reference 
must be made to the lecture given by Mr. Carey Evans on ‘‘ The 
Common Law of England,” which has since been printed in 
the Incorporated Accountants’ Journal. A lecture was given 
by Mr. J. D. R. Jones, A.S.A.A., on ‘* Mechanical Costing,” 
which was followed by a practical demonstration of ‘‘ The 
Hollerith System of Costing,” given by the British Tabulating 
Machine Company, Limited. 

It is with the deepest regret that we record the death of 
Mr. J. M. Fells, C.B.E., F.S.A.A., whose lectures to the 

_ District Society in past years have been such a source of 
inspiration to the younger members. 


CoNnFERENCE OF REPRESENTATIVES OF District SoctretteEs. 

A meeting was held on October 28th, 1925, the District 
Society being represented by the Secretary, whilst Mr. Wilson 
Bartlett attended as representative of the Newport members, 
and Mr. Brinley Bowen represented the West Wales members. 


EXAMINATIONS. 

Through the kind office of Mr. John Allcock, the District 
Society were able to obtain the use of the Lesser Hall at the 
Cisy Hall for the examinations this year. The accommodation 
was greatly appreciated, and the thanks of the District Society 
are due to the Corporation for placing the hall at their disposal. 
The members of the Committee of the District Society kindly 
acted as presiding officers. South Wales was again represented 
in the Honours List, Mr. D. J. Wilks, clerk to Mr. F. J. Alban, 
the accountant of the Taf Fechan Water Board, Merthyr Tydfil, 
securing the seventh place in the Final examination in 
November, 1925, whilst Mr. F. E: Price, clerk to Mr. N. E. 
Lamb, Newport, secured the six h place in the Final 
examination in May, 1926. Owing to the general strike 
there were certain difficulties in arranging the May 1926 
examinations, but only one eandidate was unable to attend. 
41 candidates sat the November 1925 examinations at 
Cardiff, and 46 the May examinations, 1926. 


Tae Annvuat Dinner or THE District Soctrery. 


The District Society held its annual dinner in the Whitehall 
Rooms, Park Hotel, Cardiff, on April 29th, when 197 members 


Carpirr StupEnt SEcTION. 


The Committee and Officers for the session, elected at the 
last annual general meeting held on June 19th, 1925, were 
as follows:—Chairman, Mr. Perey A. Hayes, A.S.A.A.; 
Vice-Chairman, Mr. Owen I. Thomas; Librarian, Mr. Owen 
I. Thomas; Hon. Secretary, Mr. J. Alun Evans; Students’ 
Representative on the District Committee, Mr. Percy A. 
Hayes, A.S.A.A.; Committee, Mr. T. N. T. David, F.S.A.A., 
Mr. W. J. Back, A.S.A.A., Mr. A. Perey Horton, A.S.A.A., 
Mr. W. I. Rodda, A.S.A.A., Mr. W. R. King, Mr. Ivor Davies, 
with officers ex-officio members of the Committee. 


Prize Essay ScHEemMe. 


1925. 
Dec. 3rd. ‘“*The Liabilities of the Profession for 
Negligence,” by Mr. Owen I. Thomas. 
ed ‘‘Income Tax Computation,” by Mr. Ivor Davies. 
1926. 
Jan. 28th. *‘The Formation of a Limited Company,’’ by 
Mr. P. Griffiths. 
ae ‘¢ Partnership Law,’’ by Mr. A. G. Charters. 
Mar. llth. ‘‘The Duties of a Trustee under a Deed of 


Assignment,” by Mr. L. R. Petty. 
.‘*Cost Accounts,’’ by Mr. Stan G. Williams. 


“Voluntary Liquidation,’’ by Mr. T. W. M. 
Bowen. 


” 


” 


‘The outstanding achievement of the session was the success 
with which the Prize Essay Scheme was carried through, 
everyone maintaining a keen interest. The successful 
candidates had the honour of receiving their prizes from 
Mr. G. Stanhope Pitt, F.S.A.A. (President of the Parent 
Society), at the District Society's annual dinner. The thanks 
of the Students are due to the District Society for the prizes, 
which were awarded to :— 


(a) For the best Paper— 
lst—Mr. L. R. Petty, Paper on ‘‘ The Duties of a 
Trustee under a Deed of Assignment.’’ 
2nd—Mr. A. G. Charters, Paper on ‘ Partnership 
Law.”’ 
(b) For the best contribution to the diseussions— 
Mr. Ivor Davies. 


Excellent work has been done by Mr. A. Percy Horton, 
A.S.A.A., in fostering the social side of the students’ activities. 


Newport Strupents’ Section. 

The Officers and Committee for the year were :—Chairman, 
Mr. J. D. R. Jones, A.S.A.A.; Vice-Chairman, Mr. F. J. 
Notley, A.S.A.A.; Committee, Mr. Forster, Mr. Charrington, 
Mr. C. T. Stephens, A-S.A.A., Mr. E. L. Pritchard; Hon. 
Secretary, Mr. W. Thomas. 

The session opened by the Section’s acceptance of an 
invitation from Messrs. Fry & Sons, Limited, of Bristol, to 
visit their new works at Keynsham. . 

The attendance of 1924-25. was improved upon and the 
reading of papers by Students was again the main feature. . 


Prize Essays. 
Prizes were awarded for papers in 1924-25 session to 
Mr. Forster, Mr. Charrington, Mr. Simms and Mr. Thomas. 


Swansea Stupents’ SEcTIoN. 
The annual general meeting was held on September 30th, 
1925, when the following officers were elected :— 
Chairman, Mr.R. A. Wetherall, F.S.A.A. ;. Vice-Chairman, 
Mr. Henry Edwards, F.S.A.A.; Hon. Secretary, Mr. T. O. - 
Morgan, A.S.A.A. 
The success of the Section during this session has been 
well maintained, the subjects included in the Syllabus having 
been selected to suit the studies of all members. The 
average attendance has been 24, which is approximately the 
average for the four years’ existence of the Section. 


*.* Owing to pressure of matter, “‘ Scottish Notes” 


and guests were present. 


and “‘ Legal Notes” are held over. 
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